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LETTER OF SUBMITTAL. 



I 

^ Federal Trade Commission, 

Washington^ April 14j 19^1- 
To the Speaker of the House op Eepresentatives. 

Sir : Submitted herewith is a report on Combed Cotton Yams made 
in response to a resolution of the House, April 5, 1920 (Re^. No. 
451, 66th Cong., 2d sess.) , which treats of the increase in the prices of 
such yarns during the years 1914-1919, inclusive, in relation to the 
increases in the cost of raw cotton and of labor entering into their 
production. 

The most important facts brought out in this inquiry, briefly 
stated, are as follows : 

1. The country's total production of combed yam is much less 
than that of carded yam, but combed-yam spinning is a very im- 

Eortant branch of cotton manufacture. Its product includes the 
nest counts of yarn used in fine fabrics, thread, and lace,^ as well as 
the strongest coarse counts used in coarse fabrics, such as automobile 
tires. 

2. Long-staple cottons that are used in combed-yam manufacture 
comprise only about one-eighth of the total American cotton crop. 
In reicent years there has been a large increase in demand for combed 
yam, which has in turn resulted in increased demand and high prices 
for long-staple cotton. Domestic production of long-staple cotton 
has also increased, but not enough to obviate the necessity of sup- 
plementing American growth by importations, especially of the 
longest staples. Because of the increased demand for long staples, 
and their relative scarcity (partly due during the war period to re- 
duction in cotton imports) there was a greater advance in the market 
prices of long-staple cotton than of snort staple, especially in the 
last half of 1919, when the demand for combed yarns was at its 
highest. 

3. The inquiry of the Commission into the. costs, prices, and 
profits of the combed cotton-yam industry involved an examination 
of the books of a number of combed-yam manufacturers both in the 
North and the South for the years 1914-1919. The production of 
these companies was about 25 per cent of the country's total produc- 
tion of combed cotton yarns marketed as yarn in 1919, the only year 
'for which total production of combed market yarns is known.^ The 
proportion covered was probably about the same for 1914, but it was 
considerably smaller for the intervening years (1915-1918), because 
for those years reports were secured from fewer companies. 

4. Throughout the period of rising prices from 1916 to 1919 the 
• average price realized for yarns advanced in about the same pro- 
portion as the average cost of cotton in yarns, but more rapidly 
than labor cost and other conversion costs, thereby resulting in 
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greatly increase4 profits' from,1916 to 1919, inclusive. (Though the 
average.\Stfl^;|)fi«ds ire«li5^4 by manufacturers increased greatly, 
their advance' was less Ihan the' advance in the current market prices 
of yams, because manufacturers followed their usual practice of 
selling a considerable part of their output on contracts for deliveries 
exte^aing over considerable periods, and were therefore able to take 
advantage of spot prices on only part of their product.) 

5. The profits realized by manufacturers, whether reckoned per 
pound or on investment employed, were lowest in 1914 and highest 
m 1917. Prices, however, were lowest in 1916 and highest in 1919. 
The earnings on total investment employed by eight companies were 
6.6 per cent in 1914, 12.1 per cent m 1915, 25.6 per cent in 1916, 
37.8 per cent in 1917, 26.6 per cent in 1918, and 25.7 per cent in 1919. 
They averaged 23.4 per cent on the total investment for the eight 
companies for the six years. 

6. During the last half of 1919 prices advanced much more rapidly 
than costs and the profits realized were larger than during any other 
period of similar length from 1914 to 1919. 

7. The price advance of the second half of 1919 was due to a very 
large demand for combed yams, part of which wa8 of a speculative 
nature. Manufacturers with full order books bid for the available 
supply of long-staple cotton, the prices of which followed yam prices 
to very high levels, though relatively not so high as yam. 

8. Since May, 1920, mere has been a great decrease in demand 
for all cotton manufactures, including combed yams, in consequence 
of which the prices of both combed yarns and long-staple cottons 
have shown a neavy decline. 

EespectfuUy, 

Huston Thompson, Chairmmi. 
Nelson B. Gaskill. 
John Garland Pollard. 
Victor Murdock. 
John F. Nugent. 
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SUMMARY. 



The Federal Trade Commission by a resolution of the House of 
Representatives (H. Ees. 461, 66th Cong., 2d sess.) was requested to 
inquire into the increase in tne price of combed cotton yams diiring 
the years 1914-1919, inclusive, to ascertain the cause or necessity for 
and the reasonableness of increased prices during the period in rela- 
tion to the increase in the cost of raw cotton and of labor. 

COMBED TARN MANUFACTURE. 

Combed cotton yarn spinning differs from carded yam spinning 
only in the use or longer-staple cotton and by the introduction of 
the combing process, which improves the smoothness and tensile 
strength of the yarn hj removing the shorter fibers and more fully 
paraUelizing the remaming longer fibers. Combed yarns are more 
expensive to produce than carded yarns because of the higher quality 
of raw cotton used and because of the extra expense of the additional 
combing process and the extra loss of cotton in the form of waste 
resulting therefrom. 

Combmg is a necessary step only in the production of the finer 
yarns, but it is employed in making yarns for certain coarse fabrics, 
such as are used for the manufacture of automobile tires, airplane 
cloth, and the like, where strength is important, as well as in the pro- 
duction of the finest yarns for thread, laces, fine woven fabrics, and 
fine hosiery and knit goods. 

The production of combed yarns is carried on mainly in New 
England and North Carolina. In both regions are foimd some 
yam manufacturers who themselves use all their production of 
combed yarns in the maniifacture of cloth in their own weaving 
mills; other combed-yarn manufacturers have no weaving mills, 
but produce their yarns exclusively for sale as yarn on the market. 
The number of companies engaged primarily in the production of 
combed yarns is small as compared to the number of companies 
making carded yarns, and few of those specializing in combed yarns, 
except those engaged exclusively in fine yams, comb all of their 
product. 

Since the production of combed yarns is confined largely to fine 
yarns and to medimn coarse yarns for particular purposes, the 
volume of such yarns produced, measured in pounds, is small as 
compared with that of carded yarns. Not more than 12 or 15 per 
cent of the total quantity of raw cotton consumed in the United 
States is used in the manufacture of combed yarns. On account, 
however, of the uses made of combed yarns, the industry is a more 
important branch of cotton manufacture than its volume of pro- 
duction would indicate, and it is growing more important from year 
to year. 

9 
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The ^f^fli**cff •the'aribolndbile-tire industry alone has been a 
large factor in the grbwth of combed-yam spinning. To the in- 
creased demand for tire yarns there has been added an increasing 
demand in recent years for fine fabrics. These increased demands 
have brought about a situation in which the quantity of raw cotton 
best suited to combed-yarn manufacture has become scarcely ade- 
quate for the production of combed jrams. Formerly nearly all the 
cotton used for this purpose was l^-inch staple or longer, but now 
lt»^-inch staple is used to a considerable extent. This reduction of 
length of staple has been necessary in order to meet the demand for 
combed yams. 

From 1914 to 1919 the demand for fabrics made of combed yams 
increased more rapidly than the domestic production of long-staple 
cotton, thereby laying the basis for extremely high prices for both 
long-staple cotton and for combed yams. As the result of the in- 
creased demand, market prices of combed yams and of long-staple 
cotton, from which they are made, advanced during the war period 
somewhat more, respectively, than carded yams and the short-staple 
cotton from which carded yarns are made. 

Normally a considerable part of the finest combed yarn used in the 
country had been imported, mainly from England. During the war 
these importations were reduced or entirely cut off, thereby increas- 
ing the demand on American spinners. 

Following the armistice there was a marked slump in both cotton 
and yam prices during the first half of 1919. This price decline was 
based largely on the feeling that the war being over conditions would 
promptly revert to something comparable with prewar times. Con- 
ditions hoped for, however, failed to develop, and during the last 
half of 1919 the pressure of demand for combed yarns, a part of 
which arose out of speculative activities of yarn and cloth jobbers and 
brok;ers, was so great that the market price of combed yarns advanced 
to unprecedented levels. Under the stimulus of these high prices 
manuiacturers bid against each other for the available supply of 
long-staple cotton, with the result that the prices of such cotton ad- 
vanced lar more than those of short-staple, though not so much as 
combed yarns. 

COSTS AND PROFITS PER POUND. 

In order to obtain exact data as to the costs, prices, and profits of 
combed-yarn manufacturers the Commission examined the books of 
account of a number of representative companies. For the years 1914 
and 1919 comparative data were obtained from 11 companies, and 
for the whole 6-year period annual data were obtained for 8 iden- 
tical companies. The 11 companies produced in 1919 about 25 per 
cent of the total output of combed yams marketed as yams. 

The relative increases in costs, prices, and profits differed for the 
two groups of companies in 1919 compared with those of 1914. For 
the smaller group of companies the average cost of sales per pound 
of yam in 1919 was over two and a quarter times that oi 1914, but 
the average price realized per pound was nearly two and a half times 
that of 1914, and the average profit per pound was nearly four times 
as great as in 1914. For the 11-company group the cost of sales in I 
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1919 was nearly two and two-fifths that of 19l4 ; but the average 
price realized was two and two-thirds times that of 1914, and the 
average profit realized per pound was nearly five and three-quarters 
times that of 1914. 

The average selling price in 1919 increased over 1914 in about the 
same proportion as did the cost of raw cotton, which represents about 
60 per cent of the total cost of sales; while labor and the other items 
of conversion cost did not increase so much as cotton. Hence, prices 
advanced considerably more than the total cost of sales, thereby lay- 
ing^ the basis for the much higher profits per poimd in 1919. 

The average price realized oy five companies for which complete 
semiannual cost and profit and loss statements were secured for 1919 
increased in the second half of the year much more than costs, and 
consequently yielded profits per pound much greater than those of 
the first- half of the year and probably OTeater than those of any 
other like period during the six years. During the second half of 
the year, for these five companies, the average cost of sales was 74.09 
cents (11 per cent greater than the first half of the year) ; the aver- 
age selling price per pound was 96.53 cents (25 per cent greater than 
in the &TSt half) ; and profit per pound was 22.44 cents (over twice 
that of the first half of the year) . 

Owing to the fact that manufacturers contract a considerable 
part of their product in advance, the average prices realized did not 
advance as much as quoted market prices. In 1919 the average prices 
realized by the two groups of companies were for the 8 companies 
148 per cent higher than in 1914, and for the 11 companies 166 per 
cent higher, while the average quoted market prices for 17 typical 
yarns were 245 per cent higher in 1919 than in 1914. 

PROFITS ON INVESTMENT. 

During the period from 1914 to 1919 the total capital investment 
used in the yarn business by the 8-company group increased 
from $3,247,326 in 1914 to $5,131,320 in 1919, an increase of 58 per 
cent. During the same period the number of spindles operated by 
the eight companies increased from 161,780 in 1914 to 188,340 in 
1919, an increase of but 16.4 per cent. Consecjuently the increased 
capital investment was due less to the installation of new equipment 
than to larger inventory values of raw cotton, stock in process, and 
finished yarns, and to the increased amount of customers' accounts 
that it became necessary to carry as the prices of raw cotton and 
yarns advanced. 

Although capital invested showed an increase of 58 per cent, the 
profits of the yam business in 1919 were such as to vield a percentage 
of net profit on investment several times greater tnan in 1914. For 
all companies covered in the inquiry the rate of net profit before pay- 
ing interest on borrowed money or income or excess-profits taxes, to 
the total capital invested, including capital* stock, surplus, and bor- 
rowed money, but excluding outside investments, was 4.2 per cent in 
1914 and 31 per cent in 1919. For the smaller group of eight identi- 
cal companies for which data were secured for all six years the in- 
crease in rate computed on this basis was from 6.6 per cent in 1914 
to 25.7 per cent in 1919. For the six-year period the average rate 
of earnings tor the latter group was 23.4 per cent. The mill village 



12 SUMMABY. 

inyestment of those companies owning housing facilities for their 
operatives has been included as a part of the investment in the yam 
business. 

Computed on another basis, namely, that of net profit on the stock- 
holder's investment, including capital stock and undistributed sur- 
plus, .but excludiuj^ outside investments, the rate of earnings for 
all companies (before paying income and excess-profits taxes, but 
after the deduction of interest paid on borrowed money) increased 
from 3.2 per cent in 1914 to 43.4 per cent in 1919. For the eight iden- 
tical companies running through the six years the rate increased 
from 6.6 per cent in 1914 to 32.7 per cent in 1919, and averaged 29.6 
per cent for the entire six years. 

The first effect of the war as reflected in the costs, prices, and 
profits of the 8-company group for the year 1915 was a consider- 
able reduction in all costs. As compared to 1914 the average cost of 
sales per pound decreased 15 per cent, the average price realized per 
pound decreased somewhat less (12 per cent), and the average profit 
realized per pound increased 15 per cent. Failure of prices to de- 
crease as much as cost of sales accounts for the increase in average 
profit per pound. During the remaining years costs and prices show 
increases in each year from 1916 to 1919, inclusive. 

Throughout the years from 1915 to 1919 cotton cost, comprising, as 
stated above, over 60 per cent of the total costs of sales, shows larger 
increases in each year than any other item of cost. Throughout the 
six years also the tendency was for prices to keep pace in their ad- 
vance with the advance in cotton cost. During 1916 and 1917 the 
average price realized advanced relatively even more than cotton cost 
and in 1918 and 1919 slightly less than cotton. In thus closely fol- 
lowing the item of cost showing the greatest increase, prices for the 
period as a whole advanced more rapidly than the total cost of sales. 

Although average prices were at their highest point for the eight 
companies in 1919, average profit, whether measured in terms of 
average profit per pound, per dollar of sales, or per dollar of capital 
invested in the yam business, were greatest for the year 1917. Dur- 
ing both 1918 and 1919 the prices realized were markedly greater 
than in 1917, but the price advances of the last two years were at- 
tended by even greater advances in costs, the greater part of which 
advances occurred in cotton and labor. 

DECREASED DEMAND 1920. 

Since May, 1920, there has been a period of great decrease in de- 
mand for coinbed-yam products. The prices of combed yams and 
long-staple cotton have moved sharply downward, cotton being now 
at less than the prewar level, though yarns are still considerably above 
it. Because of this market condition, combed-yam spinners have 
greatly reduced their production. 

As prices of raw cottgn and yarns fell manufacturers apparently 
tried to work off the stocks of raw cotton and yarn acquired during 
the period of high prices in such a manner as to result in the least 
possible loss. Owing to the strong financial condition of these manu- 
facturers generally, arising out of large earnings during the period 
of high and advancing prices, the losses resulting from this period 
of decline in prices appear tp have been absorbed without any wide- 
spread difiiculties or failures. ~" 
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Chapter I. 

INTRODUCTION. 

Obigin op the inquiry. — ^The inquiry into the costs and prices of 
combed cotton yams, the results of which are embodied in this report, 
was undertaken by the Federal Trade Commisaon pursuant to the 
following resolution of the House of Representatives of the United 
States: 

Resolved J That the Federal Trade Commission is hereby requested to inquire into the 
increase in price of combed cotton yams during the years 1914 to 1919, inclusive, and 
especially during the last six months of the year 1919; to ascertain the cause or nedes- 
sity for and the reasonableness of such increase; to ascertain the difference between the 
increase in the price of the yam on the one hand and the increase in the cost of raw 
cotton and the labor entering into the cost of the manufacture of such yam; and to 
report to the House at the earliest practicable date the result of the investigation.^ 

Scope of the inquiry. — ^To attempt to cover comprehensively the 
total number of firms specializing in the production of oombed yam 
for the market would have been an undertaking the results of wnich 
would not have justified the expenditure of time and money required. 
Instead a number of firms that are important factors m combed 
market-yarn production were selected ana reports were seciired from 
the following 14 firms, 8 of which are located m North Carolina and 6 
in New England: 

Arlington Cotton Mills: Gastonia, N. C. 

Amazon Cotton Mills Thomasville, N. 0. 

Dresden Cotton Mills : Lumberton, N. 0. 

Dunn Manufacturing Co Gastonia, N. C. 

Fitchbuig Yam Co Fitchbui^, Mass. 

Jewell Cotton Mills ThomasviUe, N. 0. 

Jenckes Spinning Co Pawtucket, R. I. 

Lenoir Cotton Mill Lenoir, N. C. 

Manomet Mills New Bedford, Mass. 

Morowebb Cotton Mills Co Dallas, N. C. 

New Bedford Si)inning Co New Bedford, Mass. 

Nonquitt Spinning Co New Bedford, Mass. 

Orswell Mills Fitchburg, Mass. 

Peerless Manufacturing Co Lowell, N. C. 

In choosing these companies an attempt was made to insure their 
representativeness of the industry as a whole bv choosing large and 
small mills manufacturing coarse, medium, and fine combed yams in 
the North and the South. Of the 14 reports secured from tne mills 
named above, 12 were found usable for some part of the ensuing dis- 
cussion. The reports of 11 of the 12 yielded data as to costs, prices, 
and profits for 1919, comparable with those of 1914. 

1 Subsequent to the presentation of this report to Congress in manuscript, a few minor changes in 
text and figures were made in the copy submitted to the printer, 
s H. Res. 451, 66th Cong., 2d sess. 
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According to preliminary data furnished by the courtesy of the Bu- 
reau of the Census, the total quantity of combed cotton yam marketed 
as yam by the manufacturer in 1919 was 135,834,956 poimds. The 
Quantity produced by the 11 companies for which costs are shown in 
mis report was 33,371,690 pounds for the same year, or 24.6 per cent. 
The proportion of total combed market-yam production covered by 
this report for 1914 was probably about the same as for 1919, but was 
considerably less for intervening years because data were secured from 
fewer companies for the years 1915 to 1918, inclusive. 

Attitude of yarn manufacturers toward the inquiry. — ^In 
conducting the inquiry access was requested to the accounts and 
records oi the various companies for the coinpilation of the data 
desired by agents of the Commission. In the South, manufacturers 
generally showed little or no hesitation in complying with the request 
mat access be given to their books, and officials of the companies 
visited generally accorded marked assistance to the agents of the 
CJommission in the form of explanations and information of value in 
the compilation and analysis of reports. 

In New England the spirit of cooperation was less general. Some 
New England manufacturers gave free access to their books upon 
request and afforded valuable assistance in expediting the work of 
compiling data, which, from the complicated nature of the manufac- 
turing process and the length of tne period covered, necessarily 
reouirea considerable time. Other New England manufacturers were 
indisposed to open their books and records to agents of the Commis- 
sion and in some cases denied the Commission's right to compile data 
directly from their books. This attitude was based upon the fact 
that in the Maynard Coal Co. case and the Clair Furnace Co., et al. 
(steel) case the Commission's legal power to require manufacturers to 
submit periodic industrial reports covering production, costs, and 
financial data in the coal and steel industries has been questioned. 
Final review of these two cases is now pending in the courts. 

The general attitude of yam manufacturers who were averse to the 
inquirv was that the coal and steel cases established the view that 
manufacturing is strictly intrastate in character, ,and that therefore 
the Conunission has no legal right under the conunerce clause of the 
Constitution either to require periodic reports or to require access to 
the books of the manufacturers for the purpose of compiling informa- 
tion therefrom. Proceeding on this basis, those manufacturers who 
were most averse to the inquiry denied access to their books. In one 
case this was done after the Conmiission's agents had had access to 
the books for some time and had made considerable progress in 
securing the data desired. 

Negotiations to remove the opposition of certain manufacturers 
consumed a great deal of time, and even in those cases in which they 
were most successful resulted in only moderately effective arrange- 
ments for securing the data desired for certain of the years covered 
by the resolution. In one case, that of the Sharp ManmacturiDg Co., 
of New Bedford, Mass., at which work was begun by agents of the 
Conmiission and subsequently stopped at the request of the officials of 
the company, further negotiations were not pushed at all. In another, 
that of the Quissett Mifl, also of New Bedford, of which WiUiam M. 
Butler is president, arrangements were made under which the com- 
pany's accountants began work on a report to be submitted by the 
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company. This work was subsequently suspended and no report 
submitted, the principal reasons given by ilr. Butler for stopping 
the work being the amoimt of time required to make the report, the 
fact that not all combed-yam mills of the section were reporting, 
and the alleged uselessness' of the information if compiled, owing 
to the radical change that occurred in conditions affecting the man- 
ufacture and sale of combed yams during the last eight months of 
1920. In addition to the delays encountered^ this opposition of 
manufacturers has beto a factor in making it impossible to secure 
data for all six years from a larger number of companies. 

Location of the combed makket-yarn industry. — Geographi- 
cally the production of combed market yam in the United States is 
concentrated very largely in two districts — one in New England and 
the other in North and South Carolina. In both sections production 
is carried on bv mills more or less widely separated in location, 
though the production of combed market yam is centered largely in 
two cities, New Bedford, Mass., and Gastonia, N. C. 

Characteristic differences between New England and the South. — 
Certain characteristic differences in conditions as to the size of miU. 
imits, character of labor supply, and the form of industrial and social 
organizations in the two sections are so important as to merit some 
discussion. 

In New England the industry is older and more firmly established. 
It is carried on by larger units of capital in larger manufacturing 
cities, to which immigration furnishing the main source of labor sup- 
ply naturally gravitates. Such conditions favor the development of 
large factory units. In the South the industry is comparatively 
young and still in its developmental stage. It is carried on by 
smaller organizations of local capital in small country towns and 
villages, to which the industry goes to secure its labor .supply, drawn 
maimy from the native white population. Such conditions lavor the 
development of many small mill units. The resultant difference in 
size oi mills is strikingly shown by the fact that the New England 
mills visited vary in size from about 25,000 spindles to 200,000 
spindles per mill, while the southern mills visited range from 7,000 
spindles to 25,000 spindles each. Although there is at ppesent an 
increasing tendency lor labor to move to the older production centers 
of the South, the general direction of expansion for even the largest 
aggregations of southern capital has been, and still is, to build new 
imlls m locations that promise new supplies of both local capital and 
labor rather than to expand their existing plants in the older centers. 

Throughout the industry there is a more or less general tendency 
for the mills to confine their production to a comparatively small range 
of counts. This is more strikingly true of the smaller southern mills 
than of the larger New England mills, which, with the exception of 
those that specialize wholly on a few counts of yarn for particular 
uses, such as automobile tires and other special manufactures, gen- 
erally make a wider range of coimts per mill than their southern 
competitors. Then, too, the finer counts of yam made in America 
are generally made in New England mills, where mule spinning is 
carried on in a limited way, and is generally employed only on the 
finer counts of yams. Mule spinning is an mtermittent production 
process requiring more skilled, and therefore higher paid labor than 
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the more common method of ring spinning. The yam spun is more 
uniform in weight and in tensile strength, but the cost per pound is 

greater on account of the somewhat lower rate of production and the 
igher wages paid to mule spinners. Southern production, further- 
more, is conmied almost entirely to two general classes of cotton 
staples, namely, various lengths of peeler and sea-island cotton, while 
the New England mills use peeler, sea-island, imported Egyptian, 
and Peruvian staples. 

Another factor aflFecting the comparative! costs of production 
between the North and the South is tne fact that wage rates in the 
South are generally less than in the North. This advantage for the 
southern manufacturer is somewhat counterbalanced, however, by 
the fact that the southern mill units generally own a considerable 
number of dwelling houses occupied by tneir employees. The houses 
are often rented to the operatives at such low rentals, including in 
some cases electricity for lights, that the total rent income some- 
times does not pay the upkeep of the mill village property. 

Besides providmg houses, the southern mifis are in many cases 
spending considerable amounts in welfare work, including the build- 
ing of community centers with cafeterias, reading rooms, nails, play- 
grounds, and other facilities for healthful sports, social intercourse, 
and amusement. Consequently, while in the South the actual labor 
cost per poimd is less, the total cost per pound carries an item for 
village expense that does not appear in the New England costs, and 
a larger item for welfare work per pound than is found in the New 
England costs. Both of these items tend to offset the higher wage 
cost per pound in New England. 

Impmcticahility of presenting results hy geographic location. — 
Although it would oe desirable to discuss separately the costs and 
financi^ results for New England and southern mills, this report 
discusses the mills of both sections as a single group. This is aone 
because, owing to diflSiculties met in securing data in New England, 
the number of mills covered in certain years is comparatively small. 



Chapter II. 

THE COMBED COTTON YARN INDUSTRY AND ITS RAW 

MATERIALS. 

Inteoductort. — ^The production of combed cotton yams is carried 
on not only by mills devoted exclusively to market yam production, 
but by the spinning departments of weaving mills as well. Further- 
more, mills that are equipped to spin combed yams can produce 
carded yams equally well, and will shift from combed to carded 
or vice versa in response to the demands of the market. Consequently 
it is impossible to estimate with any degree of accuracy the percentage 
of the ^country's spindlage that ^ e^aged in comb'^Bd cotton j^ 
production. The production of both combed and carded yams with 
the same equipment complicated the question of securing accm^ate 
costs for combed yams, and of discussing earnings of coS)ed vams 
manufactured in relation to their investment, for the reason that it 
was impossible to segregate exactly either carded yam costs or the 
investment engaged on carded yams from total mill costs and total 
mill investment. For the results shown herein regarding average 
costs and profits per poimd of combed yarns this lact involved no 
material. inaccuracies m average costs per pound. Such inacciu'acy 
as does result is-small because the proportion of the total production 
represented by carded yams, ana the difference in their cost, as 
compared with the same sizes of combed yams, though appreciable, 
is not large. Furthermore, the small percentage of error mtroduced 
is about me same from year to year because the proportion of carded 
yams to the total is about the same for each group of companies in 
each year. 

Many cloth mills and most knitting mills buy a lai^e part of the 
combed yams they use, thus providing a market outlet for the product 
of spinning mills that produce combed yams exclusively or in part, 
as well as for yams produced by weaving mills having excess spinning 
capacity over and above that required to supply their own needs. 
Consequently there have developed well-demied yam markets in 
Boston, New York, and Philadelphia handling sufficient volume of 
combed yarns to warrant trade papers in carrying combed yam 
price quotations more or less continuously. 

The process of manufacture. — Yam, the product of the spinnini 
frame, is the final result of a number of machine processes all oi whicJ 
are for the purpose of preparing the stock for spinning. In the 
production oi combed yarns the cotton is passed successively through 
the processes of picking, carding, sliver and ribbon lapping, combing, 
drawing, slubbing, and roving. The picker-room processes, ineludi^ 
the opener, breaKer picker, intermediate picker, and finisher picker, 
remove sand and other foreign material from the stock, and by 
frec[uently repeated doublings produce a sheet or lap of uniform 
weight throughout its lengm. The card continues the cleaning 
process, removes short fibers, and begins the process of parallelizing 
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the fibers. Sliver and ribbon lapping continue the doublings to 
produce uniformity in weight of tne stock as well as to put it into 
the form of a narrow lap or sheet preparatory to combing. The 
comber, as its name implies, combs the stock to remove short fibers, 
tangled fibers, and impurities that escaped the preceding processes, 
and further parallelizes the fibers. The drawing frames subject the 
stock to more doublings and drawings to produce a strand of uniform 
weight. The slubber and roving frames contmue the doubling ai^d 
drawing aiid reduce the strand to the size desbed for spinning. 
The spinning frame further draws out the stock to the exact size 
desired and adds twist to make it a yam. 

Two types of spinning frames are used, the ring frame and the 
mule frame. The mule frame, which is the older type of machine, 
is used far less than the ring frame, and its use is aecreasing year 
by year. In 1919 the Bureau of the Census reports but 9.6 per cent 
of the total spindla^e of the country to be mule spindles. For the 
companies covered m this report the percentage is somewhat larger, 
but IS decreasing. In 1914 the mule spindles operated by the 11 
companies covered amoimted to 15 per cent of their total spindlage, 
while in 1919 for 12 companies the percentage was 11.6 per cent. 
In the intervening years for a smaller number of companies the per- 
centage of mule spindles was less than that stated above for the year 
1919. 

After being spun the yam is subjected to one or more of a number 
of processes including spooling, twisting, warping, reeling, and winding. 
All these machine processes subsequent to spinning (except twisting) 
are for the purpose of putting the yam into the form desired for 
shipment. Each method of putting up for the market requires 
its own special machinery. The product of the spmnmg frame 
commonly spoken of as single yams, or ''singles," may be put 
up for the market in a variety of ways, of whicn beam warps, ball 
warps, tubes, cones, and skeins are the forms most generally used. 
Warps are spooled preparatory to beam warping or ball warping, 
while for the other methods of ''put up'' the yarn is usually woimd 
in the form desired directly from the spinning bobbin. ^ If ply yams 
are to be made^ the single yam is first spooled and then two or more 
strands are twisted together by the twister frame, after which it 
may be prepared for snipment in any of the variety of ways out- 
lined above for single yams. 

Various other processes not essential to the production of the yam, 
but necessary to secure the kind of finished yam desired, may be 
introduced in the stages prior to packing or later. For instance, the 
cotton may be dyed or bleached m the stock before it is put through 
the yam processes outlined above, or the finished yarn may be dyed, 
bleached, gassed, mercerized, or otherwise treated before being 
shipped. Combed market yams, however, are most often spun and 
shipped in the natural color of the cotton (i. e., '^in the gray ), leav- 
ing the dyeing and special processing to yam-finishing firms or to 
the purchaser's yam-preparation department. 

Size or ^^cminV^ of cotton yam^.— Cotton yams are produced in 
a wide range of sizes, weighing from 1 avoirdupois poimd or more 
to the hauK of 840 yards for the coarsest to one tnree-himdredth 
or even one four-hundredth of a pound to the 840-yard hank 
for the finest. The size of a yam as it comes from the spindle is 
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fully specified when the ^^ count" or number of hanks required to 
weigh 1 pound is specified. Thus, if 1 hank of a given yam weighs 
1 pound, its size or count is 1 ; if 10 hanks are required to weigh 1 
pound, its size or count is 10; and so on up to the finest, for wnich 
the count may be 300 or even 400. Although yams are spim com- 
mercially up to 300's, or even 400's, few American mills spin above 
126's or 150 s, and most mills do not spin above 120's filling and lOO^s 
w«^ yam. 

Tne spinning frame produces a ^^ single" or one-ply yam the size 
or '* count'' of which is determined by flie size of the strand of cotton 
("roving") from which the yam is spun and the amount of '* draft" 
or elongation accomplished by the drawing rolls of the spinning 
frame. The yams spun may be of varying degrees of ^ 'hardness,^ 
which in turn depends upon the number of twists per inch imparted 
to the yam in the spinning process. The number of twists is gen- 
erally expressed in terms of a number of times the square root of the 
'^coimt" of the yam. The twist* varies from about two or two and 
one-half times the square root of the count for the softest yarn to 
seven or more times the square root of the count for the hardest 
yam. For instance, a 36 filung yam (which is a relatively soft yarn) 
would have about 18 or 20 twists (i. e., about three and one-half times 
the square root of 36) to the inch, while a 36 warp yam (which is 
harder than filling yam) would have about 28 or 30 (i. e., about five 
times the square root of 36) twists to the inch. Harder twists would 
be expressed by increasing the number of times the square root of the 
coimt. 

Variations in spinning cost of cotton yams. — ^Aside from any differ- 
ence in cost that may arise out of tne use of different grades of 
raw cotton, the spinnmg cost of producing fine yam is greater than 
that for coarse yam on account of the greater length of time required 
to produce a pound of fine yam. Not only must a greater length of 
material be handled in fine yams, but a greater number of twists per 
inch must be imparted to the stock. If it were possible to use the 
same speed of drawing rolls for coarse and fine yarns and increase 
the spindle speed to fully compensate for the increased number of 
twists imparted, the rate of production would vary directly with the 
length of stock handled. This, however, is a physical impossibility, 
owing to the fact that in increasing spindle speed a point is reached 
at which excessive breakage of the yarn results. Consequently, 
although higher spindle speeds normally are used on fine than on 
coarse yams, the speed of the drawing rolls must be reduced on 
fine counts to prevent undue breakage. This results in a reduction 
in production rate of fine as compared to coarse yarns greater than 
the difference in length handled. Consequently the spinning cost of 
fine yams is higher than that of coarse yams, both on account of 
the greater length of stock that must be handled and also on account 
of the relatively slower machine speeds used. 

In the spinning of soft-twist yams machine speeds differing from 
those used in the production of hard- twist yarns may be used and 
somewhat larger production per spindle obtained. This would indi- 
cate a slightly smaller spinning cost per pound for soft-twist yams. 
Statements of millmen vary as to whether this difference in cost is 
appreciable in the manufacture of combed yams. At most the dif- 



20 COMBED COTTOK YARNS. 

ference is small, and its accurate determination from actual mill 
practice would necessitate far more detailed cost keepine than most 
mills attempt. Consequently no attempt is made, either by the mills 
or in this report, to take into consideration in any way variations in 
spinning cost as between warp and filling or other types of yam 
dletermined by. the number of twists per inch. It is, however, to be 
recognized that market yarn manufacturers vary the type of yam 
manufactured from time to time in accordance with the requirements 
of the purchaser, who in placing his order stipulates the degree of 
twist desired in accordance with the use to which the yarn is to be 
put in the manufacture of different types of cloth, knitting, thread 
manufactiu'e, and the like. 

Production rates and costs vary with the count at practically 
every stage in the manufacture of yarn in a manner similar to that 
outhned tor spinning. In most departments the variations, however, 
are much less pronounced than m the spinning department. Fur- 
ther discussion of this subject will be found in Exhioit VI. 

In the spinning of combed yams, mill practice as to machine 
speeds used was found to vary consideraoly from mill to mill. 
Although there appeared to be no standardized practice used by 
mills visited, it was generally true that the use of longer staple cotton 
in the production of combed yams enables the muls to use com- 
paratively high machine speeds and thereby attain somewhat greater 
productions per spindle than is possible when shorter staples are 
used. Any saving in spinning cost that may result therefrom, 
however, is more than offset by the added cost of the combing 
process and the greater loss of cotton in the form of waste produced 
m combmg. 

Difference between combed and carded yams, — Combed cotton yarns 
differ in manufacture from carded yams only by the introduction 
of the added processes of sUver lapping, ribbon lapping, and 
combing. Carded yams may be made of any length of staple, 
whereas combed yarns are generally made of cotton of li^inch, 
or longer, staple. The added process of combing removes "neps'' 
or bunches of tangled fibers and short fibers and causes the 
naturally kinky fibers to lie more nearly parallel. The added 
processing required to comb the stock results in added labor cost 
and greater loss of material in the form of waste, thereby making 
combed yams more expensive to manufacture than carded yams, 
and in addition the long-staple raw cotton used in combed yams 
costs the manufactm-er more than the shorter staple stock generally 
used for carded yarns. 

Combing is not necessary to the production of coarser yarns, but 
the process so increases the smoothness, umformitv in weight, and 
tensUe strength of yams produced that, in spite of the added cost, 
it is resorted to in the manufacture even of coarse yarns for par- 
ticular purposes, such as automobile tire fabrics and other uses 
requiring yams of maximum tensile strength. In the manufacture 
of fine yams combing becomes more and more necessary, the added 
cost being more than counterbalanced by the improved spinning 
quality of the combed stock. For the finest counts uniformity in 
length of staple becomes so important that the stock is double 
combed, thereby adding greatly to the loss of stock as well as to the 
labor cost. The production of such yams in the United States is 
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negligible^ most of the very fine yams being imported, mainly from 
England. 

Raw MATERIAL U3ED. — ^American-gTown cottons most suitable for 
combed-yam manufacture consist of upland '^peeler'' cotton of 
lYff-inch to 1^-inch or longer staple, grown mainly in the Missis- 
sippi Delta, sea-island cotton of 13^-inch to 23^-inch staple grown 
along the coasts of Florida, Geoigia, and South Carolina, and American- 
grown Egyptian cotton produced in Arizona, southern California, 
and adjacent territory in Mexico but ginned and marketed in the 
United States. Of these three kinds, peeler cotton is the largest in 
quantity. Until recently sea-island cotton furnished the next largest 
portion of the total domestic long-staple crop, but recent ravages 
of insect pests have caused a marked decrease in its production to 
such a point that the growth of American-Egyptian cotton in the 
Southwest (which may be said to have begun in 1912) amounted to 
over eight times the production of sea-island in 1919. 

Prior to 1915 the reports of the Bureau of the Census do not show 
long-staple upland production segregated from the total upland 
cotton production; consequently no attempt can be made to ascer- 
tain the total volume of long-staple cotton available for domestic 
consumption in the years before 1915. The following table, which 
is compiled from the figures of the Bureau of the Census, shows the 
total domestic production of long-staple upland, sea-island, and 
American-grown Egyptian cotton as w^l 8,s the imports of foreign- 
grown Egyptian cotton for the years 1915 to 1919, inclusive. With 
the exception of a small quantity of long-staple cotton imported 
from Peru and other foreign sources, the combmed quantity of the 
above-named varieties of cotton shown in the table represents the 
total supply of long staples from which American manufacturers 
can draw their raw material for the production of the highest grades 
of both combed and carded'yams. 

Table 1. — Total production of long-staple cotton in the United States and imports of 
Egyptian cotton, by years in which crop was grown, 1915 to 1919, inclusive. 

(All quanties are in 500-pound bales.) 

[Compiled from publications of the Bureau of the Census, Department of Commerce.] 



Year. 



1915. 
1916. 
1917. 
1918. 
1919. 



Total 
United 
States 
growth 
and im- 
ported 
Egyptian. 



1,255,071 
1,305,223 
1,556,526 
1,540,249 
1,538,386 



American-grown long-staple. 



Upland 1 1-inch 
and over. 



Bales. 



832,000 
1,009,000 
1,354,000 
1,359,000 
1,006,000 



Per 

cent of 

total. 



66.3 
77.3 
87.0 
88.2 
65.4 



Sea-island. 



Bales. 



71,180 
93,000 
71,980 
40,900 
5,008 



Per 

cent of 

total. 



5.7 
7.1 
4.6 
2.7 



American-Egyx)- 
tian. 



Bales. 



1,095 

3,331 

15,966 

40,343 

42,374 



Per 

cent of 
total. 



0.1 
.3 
1.0 
2.6 
2.8 



Imported Egyp- 
tian, i 



Bales. 



350,796 
199,892 
114,580 
100,006 
485,004 



Per 

cent of 
total. 



27.9 

15.3 

7.4 

6.5 

31.5 



1 Imports from crop of the years shown. 

The quantities shown in the table for American growth are the 
quantities produced in the crop year indicated and, consequently, 
available for distribution in the' cotton vear beginning August 1 of 
the year in which grown and ending July 3JL of the year following. 
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The imports of !E}gyptiaxL cotton shown axe the quantities imported 
from the crop of tEe year shown and, like the figures.given for Ameri- 
can growth, are the quantities available for consumption in the ensuing 
year. 

The total supply of long-staple cotton increased considerably 
during the period covered by the table. Long-staple upland repre- 
sents by far the largest part of the total supply, and it is in this variety 
that the greatest increase in supply occurred. Imports of foreign- 
grown Egyptian, which normally represent the next largest part of 
the supply, /decreased sharply durmg 1916, 1917, and 1918, but 
increased sharply in 1919. Sea-island, which in 1915 was the third in 
importance, fell sharply to a very minor position in 1918 and 1919 on 
account of the inroads of insect pests in the limited area suitable to 
its production, while American-grown Egyptian, the commercial 
production of which began about 1912, increased to such a point 
that in 1919 its production was eight times that of sea island. 

The table indicates that froili 1915 onward the volume of raw cotton 
of 1 J-inch staple and over, from which American spinners might draw 
their supply, averaged something over 1,429,600 bales, or some 
714,800,000 pounds of cotton. Not all of this cotton is consumed in 
domestic manufacture. Each year a certain quantity of the loneest 
staple is exported, but figures are not available for exports other than 
sea island. Consequently it is impossible even to estimate the total 
volume exported. 

During recent years the pressure of demand for combed yams has 
been so great that manufacturers have been compelled to resort to the 
use of shorter and shorter staples in the manufacture of combed yams, 
consequently a considerable volume of combed yarn has been made 
of l^^-inch staple. This cotton is not included m the above tabula- 
tion, as it is included in the Bureau of the Census figures under the 
classification of short-staple cotton. 

Just how small a percentage of the country's total production of 
cotton is best suited to combed yam manufacture is shown by the 
following table presenting.statistics of the total lint cotton production 
of the Imited States for me years 1913 to 1919, inclusive, as reported 
by the Bureau of the Census. The total production is segregated to 
show the percentage of the total crop falling under the classifications 
of short-staple upland (under IJ inches), long-staple upland (1 J inches 
and over), and sea island and American-Egyptian combined. 

Tablb 2. — Total lint cotton production of the United States, by yearSf 1915 to 1919, 
inclusivey segregated to shoxo short-staple upland^ long-staple upland, and sea-island 
and American-iigyptian combined. 

(All quantities are in 500-pound bales.) 
f Compiled from publications of the Bureau of the Census.] 



Year. 



1915 
1916 
1917 
1918 
1919 



Total 

number of 

bales. 



Short-staple upland 
(under l^-mch staple). 



11,191,820 
11,449,930 
11,302,375 
12,040,532 
11,420,763 



Number of 
bales. 



10,287,545 
10>344,599 
9,860,429 
10,600,289 
10,367,381 



Per cent 
of total. 



91.9 
90.3 
87.2 
88.0 
91.2 



Lone-staple upland 
(If-mch and over). 



Number of 
bfldes. 



832,000 
1,009,000 
1,354,000 
1,359,000 
1,006,000 



Per cent 
of total. 



7.4 

8.8 

12.0 

11.3 

8.4 



Searisland and Amer- 
ican-Egyptian. 



Number of 
bales. 



72,275 
96,331 
87,940 
81,243 
47,382 



Per cent 
of total. 



a7 
.9 
.8 
.7 
.4 
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Since 1915, the first year in which long-staple upland and short- 
staple upland figures were separated by the Bureau of the Census, 
short-staple upland has amounted to from 87.2 per cent to 91.9 per 
cent of the total cotton production of the country; long-staple upland 
to from 7.4 to 12 per cent, and sea-island ana American-Egyptian 
combined, to from 0.4 to 0.8 of 1 per cent of the total production. 

Although there has been a marked increase in the production of 
long-stapfe upland cotton in the vears following 1915, on the average 
only 9.6 per cent of the country s total production during the vears 
1915 to 1919, inclusive, falls in this classification. When to this is 
added the comparatively small production of sea-island and American- 
Egyptian cotton, never more tnan 0.8 of 1 per cent in the five-year 
period 1915 to 1919, inclusive, the total production of long-staple 
cotton most suitable to the manufacture of combed yams averaged 
only 1,179,635 bales, or 10.27 per cent of the Nation's total cotton 
production. This possible supply of 1,179,635 bales is reduced by 
exportations, the volume of wnicn, as stated above, it is impossible 
to accurately determine. 

The figures of the Bureau of the Census show that the average 
domestic consumption of all lengths of staple in the United States 
for. the cotton years 1916 to 1920, inclusive, was 7,121,622 bales. 
Figures from the same source show the total annual production and 
imports of long staples (consisting of American grown long-staple 
upland, sea-island, and American-Egyptian and imported Egyptian) 
amounted on the average to 1,429,691 bales. Even assuming that 
all of this cotton was consumed in America, the consumption oi long- 
staple cotton would amount to but 20.2 per cent of the total domestic 
consumption of raw cotton. After making allowance for exports of 
long staple and for long-staple cotton used in the production of 
carded yams, it is probaole that not more than 12 per cent of the 
country s total consumption of cotton is represented oy long staples 
used in the manufacture of combed yams. 

Although the production of combed yam is limited by the quantity 
of staple most suitable to its manufacture produced in and imported 
into tne coimtry, the combed-yam branch of the spinning industry 
is of greater importance than the percentage of raw material 
consumed woiild indicate. Combed yarns are used in the manufac- 
ture of the finest cotton hosiery and underwear, in fine woven goods 
such as dress goods, lingerie, etc., as weU as in the coarser fabrics used 
in automobile tires and other manufactures. The increase in tire 
production alone has introduced a new and constantly growing 
demand for long-staple cotton in recent years. Increased demana 
for combed yarn products has been rejected in higher prices for 
long-staple cotton and wider differentials in price tnan previously 
existed between short staples and long staples. 

Greater demand for long-staple cotton yam has resulted in in- 
creased production and consumption of peeler and American-Egyp- 
tian cotton, the latter variety being absorbed almost entirely by the 
automobile tire industry. 

Sea-island cotton consumption was limited in the years 1917, 1918, 
and 1919 by the smaUness of the crop. (See Table 1.) Even prior 
to the decrease in sea-island production domestic consumption of 
sea-island cotton was increasing and exports decreasing. For the 
four years, 1909-1912, inclusive, sea-island exports averaged about 
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20,000 bales annuallj. In 1913 exports fell to 10,003 bales, in 1014 
they increased to 13,917 bales, and since that time they naye de- 
creased. Later export figures are as foUows: 1915, 5,824 bales; 
1916, the last normal sea-island crop year, 3,580 bales; 1917, 1,844 
bales; 1918, 2,235 bales, and 1919, 3,806 bales. Although there are 
no statistics available for either domestic consumption or exports of 
long-staple upland cotton segregated from upland cotton in general, 
it is prooable that the tendency has been for domestic consumption 
of long-staple upland also to increase more rapidly than its pro- 
duction. 

Growth of the industry. — The combed yam industry xmderwent 
a period of rapid growth from about 1900 to 1910. Prom 1910 to 
1914, inclusive, growth, so far as may be evidenced by the number 
of new incorporations, of companies manufacturing combed market 
yarns, appears to have been less marked. The consumption of 
combed yams in the tire, hosiery, and knit goods, and woven goods 
industries, however, increased so rapidly as to put a heavy burden on 
the hmited production of long-staple cotton. Since 1914 the OTowth 
in the spindlage engaged on comoed yams has been rapid, mough 
less soundly grounded, oased as it was on the stimulation of war-time 
prices and &and. 

Summary. — ^To siun up briefly, the combed cotton yam industry 
is a branch of cotton manufacture for which accurate statistical data 
as to volume of cotton consiuned and volume of product manufac- 
tured are extremely difficult to obtain. Although it represents in 
poundage of cotton used, including some allowance for staples less 
than IJ-inch used in combed yams, probably less than 15 per cent 
of the cotton consumed in the United States, it is, nevertheless, a 
highly important and growing branch of the cotton spinning mdustry. 
From 1914 to 1919, inclusive, the increased demand for its products 
has been more rapid than the domestic production of long-staple 
cotton, thereby laying the basis for extremely high prices for both 
long-staple cotton and combed yams. 



Chapter III. 
MARKET PRICES OP RAW COTTON AND COMBED YARNS. 

Effect of the war on cotton exports. — ^For a number of years 

?rior to 1914 from 63 to 67 per cent of the raw cotton crop of the 
Fnited States, including linters, was exported. The outbreak of the 
war promised to greatly curtail these exports, and in consequence of 
this anticipated enect the price of cotton on the cotton exchanges in 
New York and New Orleans fell sharply. So great was the disturbance 
of the cotton market that these two exchanges ceased operations for 
three and a half months beginning August 1, 1914. On November 16, 
when they again opened their doors, the spot price of middlmg 
upland cotton had fallen on the New York exchange from 12.50 to 
7.75 cents per pound. 

The disturbance of world commercial relations caused a sharp 
decrease in the American cotton export trade. Only 53 per cent of 
the crop of 1914 (which was just about to be harvested when the war 
broke out) was exported, as compared with about 65 per cent in pre- 
war years. Exports from crops succeeding 1914 were as foUows 
53 per cent for the crop of 1915; 47 per cent for the crop of 1916 
37 per cent for the crop of 1917; 44 per cent for the crop of 1918 
and 56 per cent for the crop of 1919. 

Effect of the war on American cotton manufacture. — ^The 
immediate effect of the outbreak of the war on American cotton 
manufacture, including the combed yam branch of the industry, 
was to create a period of uncertainty and hesitancy, during which 
yam and cloth prices reacted downward with the fall in raw cotton 
prices in the autmnn of 1914. This effect was only temporary, how- 
ever, as domestic consumption of lint cotton during the cotton year 
ending July 31, 1915, was greater bv 19,954 bales than in the previous 
year, mdicating a quick revival of activity in response to increased 
demand as soon as the disturbance arising out of interrupted raw 
cotton exports had subsided and the prices of raw cotton and cotton 
goods became established at lower levels. During the ensuing cotton 
years ending July 31, 1916, 1917, and 1918, the demand for cotton 
manufactures, especially for export, materially increased the domestic 
consumption of hnt cotton. In the cotton year ending July 31, 1919, 
there was a falling off in demand for coarser goods and war munitions 
and suppUes, which resulted in a decrease in consumption of lint 
cotton. Owing to the turning of spindlage no longer used for coarser 
goods to the production of fine yams requiring proportionatelyless 
cotton, this decrease in raw cotton consumption was accomphshed 
without material decrease in the number of active spindles. 

The clothing and equipping of the American Expeditionary Forces 
required a very large quantity of cotton goods. So great were the 
demands for warpurposes that a large part of the country's spindles 
were turned to Government orders at some time during the period 
from the middle of 1917 to the end of 1918. The employment of 
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mills on Government orders reduced the spindlage available to supplv 
home consumption and the increasing export demand. Althougn 
there imdoubtedly was a tendency for domestic consumption of 
certain types of cotton manufactures to decrease, on accoimt of the 
transfer of many men from civilian to military life, the result of the 
transfer was to place a greater burden on the manufacturing capacity 
of the country, as their equipment and maintenance in nulitary 
service required more cotton goods than they would have needed 
as civilians. The Government demand for coarse goods such as 
duck, denim, and twills became so great that strict control of produc- 
tion and distribution of such goods, amounting practically to com- 
mandeering of mills on the part of the Government became necessary 
in 1918. Export demand for finished cotton goods also increased as 
coimtries that normally purchased goods from Europe, finding their 
former sources of supply more or less completely cut off, turned to the 
United States for supplies. In consequence of increased Government 
orders and increasea export demand, prices began advancing rapidly 
immediately after the United States entered the war. As prices 
advanced wholesalers and retailers began buying for speculative 
purposes. Consumers anticipated future wants in their purchases, 
while wartime wages added to their purchasing power. All this 
reacted further in mgher prices and increased speculative demand on 
the part of wholesalers and retailers for goods which the industrv, 
hampered as it was by Government orders, could not immediately 
supply. 

FoUowing the armistice there was a sharp break in prices, largely 
in response to a widespread feeling that the war being over, every- 
thing would drop bacK to prewar conditions immecuately. With 
thispreak came a period of hesitation similar to that following the 
outbreak of the war, after which the effect of a shortage of goods 
immediately available to supply trade demands reasserted itself and 
prices began to advance sharply, bringing into action with redoubled 
force the pressure for yams and goods. Thus a situation developed 
lasting for over a year after the cessation of hostilities, in which 
buyers were clamormg for goods which the industry could not at the 
moment supply, and upon which sales of certain types of Govern- 
ment stores coiud have but little effect, owing to the fact that the 
goods were in military styles or were otherwise not suited to the 
civihan demand. Cancellation of war orders released productive 
capacity, but it took some time for the spindles and looms so released 
to turn to the manufacture of civilian styles, and produce in suffi- 
cient volume to become effective in bringing production and demand 
into their normal relations. Throughout the readjustment period 
speculative buying continued, so that although depleted stocks in 
some Unes were being replenished and excess stocks were being ac- 
cumulated in many otner lines, there was a period of feverish activity 
in all branches of the cotton industry, extending throughout the 
year 1919 and well into 1920. Every manufacturer had orders at 
high prices. To supply these orders he bid high for raw cotton, 
thus carrying over mto the cotton market the speculative attitude 
of the cloth and yam trade. Throughout this period the demand 
was for goods made from the better grades and longer staples of raw 
cotton. Consequently throughout 1919 and the early months of 
1920 the prices of yams, fabrics, and raw cotton continued advancing 
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in the face of the largest cany over of low-grade, short-staple raw 
cotton and linters ever experienced in the American trade, amounting 
in 1919 to 5,155,682 bales. (See Exhibit 1.) 

Combed-yam spinning, as has been said, is the branch of the in- . 
dustry that supplies the highest-grade yams both for the strongest 
coarse fabrics and for the fSier grades of knit goods, woven fabrics, 
thread, and lace. During the period from 1914 to 1919 there was an 
unusual demand for the products of this branch of the industry. 
During the war imports of fine combed yams from England were 
largely cut oflf, the demand for strong coarse yams for automobile- 
tire and airplane fabrics mcreased, and finally, the general pros- 
perity of the country throughout 1919 and into 1920 caused an in- 
creasmg domestic demand for fine fabrics, hosiery, and knit goods. 
Consequently the period of high prices continued longer and the 
price advances were even greater for combed yams and their raw 
materials than for carded yams and short-staple cotton. 

Raw cotton prices. — ^As a background for the discussion of the 
movement of raw cotton prices it is necessary to recognize that 
there are a number of varieties of cotton and a number of grades 
and lengths of staple for each varietj^. The principal varieties used 
in the United States in order of their importance in volume used 
in recent years in the manufacture of yams are short-staple up- 
land, usea almost exclusively in the production of carded yams; 
long-staple upland or peeler; imported Egyptian; American-grown 
Egyptian; sea-island; and small quantities of long-staple from Peru 
and other sources, used in the production of both carded and combed 
yams. Short-staple upland covers a range in length of staple up to 
ItV inches and fong-staple upland from U to^lA.inch*es. W 
Egyptian and sea-island cottons are the finest and silkiest as well as 
the longest staple, generally ranging in length from If up to 2^ 
inches. Cotton of IJ inches or longer staple falls into the general 
classification spoken of in the trade as *4ong-staple cotton," and is 
the raw material of particular interest in connection with combed 
yams. 

Twenty-one grades of American upland cotton are reported in ex- 
change quotations. Of this number 9 are basic grades of white 
cotton and 12 are off grades, arising from the tinging or staining of 
the base grades. The various grades carry price differentials varjr- 
ing from time to time with the demand for each. Normally the 
prices of all grades follow more or less closely the trend of prices for 
middling short-staple upland, which has for that reason been adopted 
by the trade as the basic grade for all upland-cotton quotations. 
Price differentials for grades other than middling are expressed in 
points, or hundredths oi a cent, '^on'' or ''off'' the price quoted for 
middling; grades higher than middling bemg quoted ''on'' and 
grades below middling being quoted "on" nuodling. For example, 
if on a certain date the price quoted for middling is 22 cents per 
poimd and middling fair (a higher grade) is quoted 295 points "on," 
the price for middling fair would oe 24.95 cents. If on the same 
date middling yellow stained is auoted at 690 points "off," the price 
would be 15.10 cents per pound. Similarly, differentials stated in 
points "on" middling are quoted for long-staple upland or "peeler" 
cotton, which on account of its greater length of staple brings prices 
higher than short-staple. For instance, on a certain date middling 
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short-staple was quoted on the Memphis market at 20.50 cents and 
middhng IJ and lA inch staple, respectively, 500 and 1,000 points 
''on.'' The price for middling IJ-inch staple would be 25.50 cents 
and for middUng If^inch staple 30.50 cents per pound on the 
Memphis market. 

In order to make clear the price movements of the various longer 
staples that are used in the manufacture of combed yams in com- 
parison with the basic middUng short staple, market prices were 
secured covering the period August, 1914, tx) October, 1920, for the 
foUowine grades and lengths of staple: 

1. MiSming upland spot sales on the New York Cotton Exchange. 

2. Long-staple upland strict middling, for four lengths of staple, 
IJ, 1^, H, and 1^^ inch, delivered New Bedford, Mass. 

3. ^a-island, choice, on the Savannah, Ga., market. 

4. Imported Egyptian (Sakellaridis) landed. New. Bedford, Mass. 
These prices are compiled in part from Bulletin No. 23 of the War 

Industries Board, '^ Prices of Cotton and Cotton Products,'' for the 
years 1913 to 1918, inclusive, and supplemented by prices compiled 
Dv the United States Department of Agriculture and the Federal 
Trade Commission for the year 1919. Owing to irregular importa- 
tions of Sakellaridis many price quotations for imported Egyptian 
were missing, making frequent interpolations necessary in the prices 
of the War Industries Board for 1917 and 1918 and in the, Commis- 
sion's data for 1919. 

Since the various lengths of staple sell at diflFerent prices, a com- 
parison of the movement of prices for different kinds of cotton and 
dijBferent lengths of staple is best made in terms of relative prices, 
or index numbers, that show the movement of each of the items to 
be compared in relation to its own price level during some basic 
period of time that is the same for all items. For the purpose of 
making this comparison, relative prices, or index numbers, based 
on the yearly average of monthly price quotations for the cotton 
vear August 1, 1913, to July 31, 1914, have been computed for each 
kind ana length of staple named above. All monthly prices used are 
monthly averages of weekly price quotations. The cotton year 
1913-14 has been chosen as the base j^ear in order to show the fluc- 
tuations in prices from 1914 to 1920 in relation to a period inmie- 
diately before the war. 

Raw cotton price movement. — In Chart I (opposite) the rela- 
tive prices for sea-island, imported Egyptian, and long-staple 
upland or peeler cotton of IJ, 1^, 1 J and 1^^ inch staples are plotted 
together to show the price movements of the various kinds and 
lengths of staple in relation to each other, as well as to show the 
relative price mcrease for each staple compared to its level during 
the base year. 

Short-staple upland is also charted (by heavy black line) to empha- 
size the difference in price movement between this kind of cotton and 
the long-staple cotton suitable for combed yam manufacture. 

In considering the chart the five graphs representing the relative 
prices of peeler cotton of 1 J, 1^^, 1 J, and 1^^ inch staples and middling 
short-staple upland may be regarded as a group the relative prices 
of which generally move more or less pardlel to each other, while 
those representing sea-island and imported Egyptian cotton move 
more or less independently of the others at different times in the period 
covered. 
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During the base year (August, 1913, to July, 1914) the relative 
prices of the diflferent kinds of cotton fluctuated somewhat with 
respect to their base level represented by 100, but the fluctuations 
were small as compared with those of succeeding years. 

The price movements of the war period began with a sharp fall 
in prices in the months immediately following the outbreak of the 
war. From August 1 to November 15, 1914, during which period 
the New York Exchange was closed, no prices are shown for middling 
upland. When the exchange reopened the relative price for this 
grade had fallen from 101 m July to 58. Strict middUng upland 
IJ-inch staple suffered the largest fall in price, from 101 in August 
to 44 in October, after which it ralUed to 61 in November. 

Dining the period from the outbreak of the war to July, 1917, the 
graphs snow that the relative prices for long-staple upland of IJ, 
1^, li, and 1^*^ inch staples considered as a group were generally 
higher than those for short-staple upland. The relative prices of 
this long-staple group moved upward almost parallel with the prices 
of short staple, but with somewhat less pronounced fluctuations. 
Following the German peace offer of December 12, 1916, middling 
short-staple upland fell sharplv from 151 in November to 118 in 
February. During this period, it was becoming more and more 
evident that the TJnited States was about to be (frawn into the war. 
This drop in short-staple prices was accompanied by a somewhat 
smaller decline in long-staple prices and by only a sUght decrease 
in sea-island prices. After the breaking off of relations between 
the United States and Germany, February 3, 1917, prices of all 
upland cotton moved sharply upward during the months from 
February to July with only a slight wavering in the curves following 
the declaration of war by the United States m April, 1917. 

All upland prices fell from July to September, 1917, l^^-inch staple 
suffering the greatest decrease, from 244 to 187. IVom September, 
1917, to March, 1918, the general trend was again upward, butduring 
this period the relative positions of the long-staple group and mid- 
dling short staple were reversed. The fact that the heaviest demands 
of the Government for cotton goods were from the outset for heavy 
fabrics — ducks, drills, twills, and denims — ^inade from short-staple 
cottoUj tends to explain the greater relative price increase of short- 
staple cotton. The relative price for middling short staple rose 
during this period from 177 to 255, while the largest increase in the 
long-staple group was for IJ-inch staple, from 181 to 255. The 
sharp drop in short staple from 255 in March to 210 in May followed 
the reverses of the Alhes in the spring of 1918. Long-staple prices 
also fell, but not so sharply as short staple. Although middling 
short staple fluctuated more widely, it in general maintained a rela- 
tive price level well above that of the long-staple group through the 
year 1918. This condition was the result of the great shortage of 

foods made of short-staple cotton created by the previously mentioned 
emand of the Government for coarse goods. It was to this type of 
goods that the spinning capacity of the country was turned. Carpet 
and specialty manufacturers rebuilt their machinery or reequipped 
their mills for the manufacture of light and heavy duck and otner 
fabrics needed by the Army and the Navy. Undoubtedly under the 
pressure of demand for such fabrics a part of the spindles normally 
engaged on long-staple yams was turned to short staple, thereby 



MARKET PRICES. 31 

increasing the demand for short-staple cotton and explaining its 
relatively higher price level in the latter part of 1918. 

Sea-island and imported Egyptian prices during the first two years 
of the war advanced more than the prices of the upland group. 
Egyptian fluctuated somewhat irregularly, owing to interruption 
in the import movement. From the latter part of 1916 to the latter 

Eaxt of 1917 sea-island advanced sharply with the exception of a 
rief decrease in February, 1917. The total increase in the relative 
{)rice of sea-island from September, 1916, to December, 1917, was 
rom 150 to 353. Egyptian advanced during the same period, but 
not so rapidly, from 130 to 277. The advances and the extremely 
high level maintained by these staples up to the time of the armistice 
were imdoubtedly due partly to the increased demand for such 
cotton for airplane, balloon, and tire cloth and other long-staple 
fabrics for war uses and partly to decreasing crops of sea-island and 
lessened imports of Egyptian cotton. 

In the case of Egyptian cotton, importations were uncertain and 

t)rice quotations were not always obtainable. Beginning in the 
atter part of 1917 the War Trade Board controlled me importation 
of this staple, while the cotton goods section of the War Industries 
Board directed its distribution to mills in the coimtry. The relative 
prices for imported Egyptian used in the graph up to December, 1918, 
are based on the prices published by the War Industries Board. 
These prices show frequent interpolations prior to September, 
1917, and from September, 1917, to December, 1918, market prices 
f. o. b. Alexandria, Egypt, are used; hence the lack of fluctuation 
in this curve. During 1919 and 1920 New Bedford quotations 
gathered by the Federal Trade Commission are used. Quota- 
tions, however, were scattering and interpolation again became 
necessary to fill gaps for certain months. Consequently the curve 
for imported Egyptian cotton is to be regarded as indicating the 
general trend of pnces rather than as showing the actual fluctuations 
from month to month, for the period from September, 1917, to 
December, 1920. For some staples no quotations were available for 
several months in the latter part of 1920. During this period prices 
were falling so rapidly that no interpolations have been attempted; 
hence the breaks appearing in several of the graphs. 

Sea-island and imported Egyptian suffered sharp breaks in price 
along with the other staples in the later months of 1918 and early 
months of 1919. The relative price of sea-island decreased from 326 
in November, 1918, to 231 in March, 1919, a total of 95 points, 
representing the largest post-armistice drop of any staple. For a 
time imported Egyptian continued to advance when all other staples 
were declining, but finally between December, 1918, and January, 
1919, the relative price for this variety slumped from 292 to 240. 
From this time on the price movements of sea-island and imported 
Egyptian were so similar to those of other long-staple cottons that 
they can all be discussed as a single group. 

Following the post-armistice slump described above, all raw cotton 
prices moved sharply upward, from April, 1919, to May, 1920, with 
the exception of temporary declines when the crop of 1919 came on 
the market. In this penod of 13 months all long-staple cottons 
advanced far more rapidly and with less interruption than short 
staple. In the case of me long-staple upland group, the relative 
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prices reached in May, 1920, ranging from 525 to 559, were more than 
twice as high as those of the highest point of the war period. Sea- 
island and unported Egyptian joined the long-staple uplands in their 
advance and went to price levels of 556 for sea-island and 551 for 
imported Egyptian in May, 1920. 

Although middling short-staple upland started to advance as 
sharply in March, 1919, as did the long-staple group, it suffered a 
sharp decrease from 270 in July to 230 in September, 1919. After this 
it advanced to 296 in November, 1919, and maintained practically 
•this level until February, 1920. In March the price advanced again 
and reached the maximum of 320 in April, 1920. For this staple 
the total gain in relative price from the low point of 198 in February, 

1919, to the high point of 320 in April, 1920, was 122 index nimibers. 
During approximately the same period, from February, 1919, to May, 

1920, the six long staples show much greater gains in relative prices. 
For £he latter group tne smallest gain was 309 mdex numbers and the 
la]gest 350 index numbers. 

The above comparison of the relative price movements of various 
sjbaples indicates that the staples predominantly used in the manu- 
facture of combed yams advanced far more rapidly in 1919 and the 
early months of 1920 than did the prices of middling short-staple 
upland. In terms of relative prices, long staples advanced to levels 
wnich were from five to five and a half times the prices prevailing 
before the war, while middling short staple advanced to about three 
and a fifth times its price before the war. Whether these extraor- 
dinary advances in long-staple prices were a cause or an effect 
of the high market prices of combed yams is considered in the follow- 
ing paragraphs in connection with a study of the advance in prices 
of combed yam in chronological relation to the advance in prices of 
long-staple cottons from which they are made. (See p. 34.) 

(Sdmparisons of pbices of combed yarn and of raw cotton. — 
Just how closely the market price movements of combed yams were 
related in point of time to the market price movements of raw cotton 
staples during the period from August, 1914, to December, 1920, is 
shown by the accompanying series of charts, in which the market 
prices oi various counts of combed yams are compared with the 
market prices of raw cotton generally used in their manufacture. 

Chart II (opposite) shows the relative prices of two lengths of 
staple, namely, short-staple upland and long-staple upland (peeler) 
IJ-mch staple compared with the relative prices of certain coimts of 
two-ply combed peeler skeins and single combed peeler cones. 

It will be noted that 12/2s, 14/2s, and 20/2s ^ skeins form a group 
of curves generally moving independently of the second yam group, 
consisting of 14s, 20s, and 30s, single cones. In the early part of the 
war period from August, 1914, to June, 1916, a period of nearly two 
years, the price graphs of both yam groups generally moved parallel 
to the two raw-cotton price graphs. During the remainder of the 
period covered the two-ply yarns brought higher relative prices than 
the single-yam group. Furthermore, the two-ply group,* in so far 
as it fluctuated with either cotton curve, fluctuated with the 1 J-inch 

peeler curve, while the single-yam group tended to fluctuate more 

* . 

1 In refering to yams, the nuirbers used designate the count and ply of the yam. Thus 14/2s means 
"number 14, two-ply yarn." Similadv 14s, designates a number 14 single yam, and 14/3s a number 14 
three-ply yam. (See pp. 18-19 for furtner explanation of counts and methods of put-up.) ' 
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nearly with the short-staple price graph up to the middle of 1919, 
after which it tended more nearly to follow the 1 J-inch peeler graph. 

Of the two yam groups, the two-ply skeins advanced far more 
radically than the single-cone group ana were less responsive to the 
fluctuations of cotton prices than the single-cone group fro'm June, 
1916, to August, 1918. During this period the two-ply skein group 
advanced from relative prices ranging from 107 to 109 for different 
counts in Jime, 1916. to relative prices ranging from 343 to 346 in 
August, 1918, an advance of approxunately 236 index numbers. 
During the same period the single-cone group advanced from relative 
prices ranging from 104 to 108 for different counts to prices ranging 
from 270 to 280, an average advance of approximately 169 index 
numbers. During the same period raw-cotton prices advanced on 
the average but 144 index numbers. Both yam groups increased in 
price mpre rapidly than raw-cotton prices, but the two-ply group far 
outdistanced the sipgle-cone group. 

During the remaining months of 1918 maximumprices for yams 
fixed by the War Industries Board were in effect. These prices were 
fixed with the intention of placing them high enough to insure maxi- 
mum production. In so doing, the prices of the two-ply skein group 
were increased by about 60 index numbers, while those of the smgle- 
cone group were increased by only about 25 index numbers. 

After the postarmistice slump the relative prices of the two-ply 
yam group advanced with great rapidity for a period of one year 
from Apm, 1919, to April, 1920. Starting from relative prices 
ranging for different counts from 267 to 272 in April, 1919^. they rose 
to prices ranging from 728 to 748 in April, 1920. During the same 

f)enod the relative prices of the single-cone group advanced much 
ess. In approxunately the same period IJ-inch peeler advanced 
from 214 in March, 1919, to 525 in May, 1920, wnile short-staple 
upland advanced from 198 in February, 1919, to 320 in April, 1920. 
Throughout this period it is to be noted that the big increase in 
relative prices for the two-ply skein group led the increase in 1 J-inch 
peeler cotton prices by from 30 to 60 days, indicating that raw-cotton 
prices were following rather than leading the prices of two-ply yams. 
The contrary is true of the single yams, which tended, to foUow 
rather than lead the advance in raw cotton. 

Charts III, IV, V, and VI (pp. 35-38) show in a similar manner 
index number comparisons between prices of combed peeler yams of 
medium and fitue counts and those oi peeler cotton oi the lengths of 
staples generally used in their manufacture. The characteristics 
of the graphs shown in these charts are similar to those in Chart II, 
discussed above. In general, the market prices of combed yams of 
the higher counts and raw-qotton prices fluctuated more nearly 
parallel up to the middle of 1919 than did the coarser yams shown 
m Chart 11. Prom the middle of 1919 to May, 1920, the advance in 
market prices of combed yams became more rapid than the advance 
in raw-cotton prices, and in general preceded m point of time the 
advance in raw-cotton prices, thus corroborating the conclusion sug- 
gested by the coarse combed yam graph, that the advances in market 
prices oi raw cotton in 1919 and the early months of 1920 were a con- 
sequence rather than a cause of the high prices of combed yams. In 
other words, the situation was that generally described as a seller's 
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Chapter IV. 

AVERAGE COSTS, PRICES, AND PROFITS OF COMBED YARN 

MANUFACTURERS. 

Companies and production covered. — Reports from 11 of the 
14 companies named in Chapter I were found usable for direct com- 

I)arisons of 1914 with later years. Of the usable companies seven are 
ocated in the South and four in New England. From 8 of these 11 
companies reports for aU years from 1914 to 1919 were secured; 
from 9, reports for 1914, 1915, 1918, and 1919. four years in all, were 
secured; and from all 11, reports were secured lor 1914 and 1919 only. 
Data as to production covered by the companies from which reports 
were secured in each year are shown in the following table: 

Table 3. — Total market-yam production of combed and carded yams covered j by years y 

1914-1919. 





Number 
of com- 
panies. 


Yam production. 


Year. 


Combed 
and carded. 


Combed. 


Per cent 
of total. 


Carded. 


Percent 
of total. 


1914 


11 
9 
8 
8 
9 

11 


Pounds. 

23,316,755 

10,454,048 

9,633,012 

9,198,005 

9,938,790 

35,775,422 


Pounds. 

21,901,203 
7,630,505 
7,788,726 
7,072,606 
7,283,734 

33,371,590 


93.9 
73.0 
80.9 
76.9 
73.3 
93.3 


Pounds. 

1,415,562 

2,823,543 

1,844,286 

2,125,400 

2,655,056 

2,403,832 


6.1 


1916...., 


27.0 


1916 


19.1 


1917 


23.1 


191&. 


26.7 


1919 


6.7 







The 11 companies, 7 of which are in the South and 4 in New 
England, produced a total of 23,316,755 pounds of yam in 1914, of 
which the New England mills produced 18,501,998 pounds, or 79.4 

{►er cent, and the southern mills 4,814,757 pounds, or 20.6 per cent, 
n 1919 the same 11 mills produced a total of 35,775,422 poimds, 
representing an increase of 53.43 per cent over 1914. Of the 1919 
total the New England group produced 30,580,365 pounds, or 85.5 
per cent, while the southern group produced 5,195,057 pounds, or 
14.5 per cent. In the intervening vears the total poundage of yams 
shown is smaller, because the proauction of two large New England 
mills is not included. With these two mills omitted the percentage 
of the total produced by the southern mills was much greater. Of a 
total of 10,454,048 pounds produced by the nine mills in 1915, 47.6 
per cent was produced by tne two New England mills included and 
52.4 per cent by the seven southern mills included. For the remain- 
ing years the proportions were, in 1916, two New England mills, 48.4 
ger cent, and six Southern mills, 51.6 per cent; in 1917, two New 
Inland mills, 46.1 per cent, and six southern mills, 53.9 per centj 
in 1918, two New England mills, 41.4 per cent, and seven southern 
mills, 58.6 per cent. 

The companies covered in each year produced both combed and 
carded yams. The carded yam manufactured by the 11 identical 
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mills during l^he years 1914 and 1919 comprised 6.1 per cent and 6.7 
per cent, respectively, of their total production. For a smaller 
number of mills in the intervening years carded jams contributed a 
greater proportion of the total production, ranging from 19.1 to 27 
per cent. The average costs discussed below are based on the total 
production of both combed and carded yams because complete 
segregation of carded yam costs from the total was foimd to be 
impossible. It is to be reco^zed that the inclusion of carded 
yams, in the production of which lower priced cotton may be used 
and waste and labor costs are less on account of the omission of 
certain mill processes necessary to the production of combed yams, 
tends to reduce the average costs slightly from what they would be 
if only combed yarns were iucluded. The extent to which the 
average costs shown are too low on account of the inclusion of from 
6 to 27 per cent of carded yam in the total production is generally 
imimportant, ranging from about one-half to 2^ per cent in the total 
cost for the various company groups shown. 

Grouping of companies. — On account of diflSculties encountered 
in securing access to the books of certain companies and the amount 
of time required to compile the necessary information, data for all 
six years were secured for only 8 of the 11 companies mentioned 
above. Consequently the ensuing discussion is centered upon two 
groups of companies, one of 8 companies running through all six years 
and the other of 11 companies for the years 1914 and 1919 only. The 
following table shows the number of spindles installed and the 
production of combed and carded yams for the two groups indicated 
above: 

Table 4. — Number of spindles and total production o/ combed and carded-cotton yams 
for 8 companies^ 1914 to 1919, and for 11 companies, 1914 and 1919. 

EIGHT COMPANIES. 



Year. 



1914 
1915 
1916 
1917 
1918 
1919 

1914 
1919 



Spindles. 



Total. 



161,780 
166,268 
177,336 
186, 576 
186, 576 
188^340 



Per cent 
increase 
over 1914. 



2.8 

9.6 

15.3 

15.3 

16.4 



Production. 



Total pro- 
duction. 



7,484,988 
9,420,506 
9,633,012 
9,198,005 
8,974,983 
8,613,760 



Percent 
increase 
over 1914. 



25.9 
28.7 
22.9 
19.9 
15.1 



Combed 
yarn pro- 
duction. 



6, 109, 283 
7,025.673 
7,788,726 
7,072,605 
6, 431, 544 
7,430,479 



Percent 
increase 
over 1914. 



15.0 
27.5 
15.8 
5.3 
21.6 



Carded 
yam pro- 
duction. 



1, 375, 705 
2,394,833 
1,844,286 
2,125.400 
2,543,439 
1, 183, 281 



Percent 
increase 
over 1914. 



74.1 
34.1 
54.5 
84.9 
114.0 



ELEVEN COMPANIES. 



439,796 
602,056 



36.89 



23, 316, 755 
35, 775, 422 



53.43 



21,901,203 
33, 371, 590 



52.37 



1, 415, 552 
2,403,832 



69.82 



1 Decrease. 



In the Census of Manufactures for 1919 the Bureau of the Census 
for the first time secured data making it possible to separate combed- 
cotton yams produced for sale as yams (i. e., market yarns) from 
the other cotton market yams. As already stated, preliminary 
tabulation of the quantity of combed-market yarns made for the 
Commission by courtesy of the Bureau of the Census for the year 
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1919 shows a total of 135,834,956 pounds produced and sold during 
the year. This quantity does not include any combed yams woven 
or piit into fabrics by the companies producing them. This pre- 
liminary tabulation is subject to correction in the final publication 
of the 1919 Census of Manufactures. 

Based on the above total of 135,834,956 pounds the 33,371,590 

?ounds of combed yams produced by the 11 companies shown in 
'able 4 for the year 1919 represents approximately 24.6 per cent 
of the total combed yarn produced for sale as yam in 1919. As 
stated above, the census figure on which this percentage estimate is 
based does not include a quantity of combed yam probably equal 
to or even greater than that shown above that was spun and woven 
or knit and sold as fabrics by the companies 'producmg it. 

The first effect of the war on the proauction of the eight-company 
group, as shown in the table, was to stimulate the output of Dotn 
combed and carded yams, though the greater relative increase was 
in carded yams. Total production reached its maximum in 1916 
when it amounted to 9,633,012 pounds, a quantity 28.7 per cent 
greater than in 1914. In the remaining years total production 
decreased until in 1919 it amounted to 8,613,760 pounds, a quantity 
15.1 per cent greater than in 1914. In 1917 ana 1918 carded-yarn 
production increased sharply, while combed-yarn production de- 
creased. In 1919, however, the demand for combed-yarns at high 
prices caused a sharp increase in combed-yam production and a 
somewhat more than equivalent decrease in carded-yam production, 
which fell to its lowest point for the period. 

Considered in relation to the number of spindles in the eight mills, 
the growth in production in 1915 and 1916 was accompUshea without 
a corresponding increase in the number of spindles installed, while 
in later years spindlage increased but total production decreased, so 
that in 1919 the increases in production and in spindlage as com- 
pared to 1914 were almost equal. 

The decreasing production in relation to the number of spindles 
installed in the later years of the period covered may be ascribed 
to several causes. Lessened efficiency of labor coupled with a 
somewhat depleted labor supply is said by some manufacturers to 
have been a lactor in the years 1918 and 1919. Furthermore, the 
disturbed condition following the armistice tended to decrease pro- 
duction in the early months of 1919, although later in the year 
demand became so abnormal as to result in extremely high prices 
for combed yams in the last half of 1919 and the early months of 
1920. Increased demand for combed yams at prices relatively higher 
than those of carded yams account for the considerable increase in 
combed and the marked decrease in carded-yam production shown 
in the table for the year 1919. 

Average total costs, prices, and profits per pound. — ^The dis- 
cussion of costs, prices, and profits is presented in three parts, the first 
f»art being devoted to the average cost, price, and profit per pound 
or all counts of both combed and carded jams produced by the com- 
panies included; the second part to estimated costs per pound by 
counts compiled by the Commission in comparison with the prices 
per pound actually realized; and the third part to the average dis- 
tribution of the purchaser's dollar to each of the items of average 
cost and profit for each year. 
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For the purpose of showing in a general way the movement of 
co^ts of production and selling prices and profits during the period 
covered oy this report, an analysis of the weighted average total 
cost of sales, average price realized, and average net operating 
profit per pound of yam has been prepared for 8 companies for six 
years and lor 11 companies for the two years 1914 and 1919 only. 
As stated above, the total production on which the average costs, 
prices, and profits are based include from 6 to 27 per cent of carded 
yams for dinerent company ^oupings in different years. 

Cotton vam varies matenally in cost according to the size or 
count of the yam; the kind of cotton used in its manufacture; the 
ply; and the method in which the yam is put up for the market, 
and to a less extent with the type of yam, i. e., warp filling, etc. 
In discussing averages it is recognized that variations in cost of 
different coimts, types, and methods of put-up are ignored. Atten- 
tion is centered on averages for the purpose of showing the general 
trend of costs, prices, and profits. The results obtained by this 
method are important and significant because during the period 
covered there was no general shuting of the mills coveredfrom coarser 
to finer yams or vice versa. 

The following table shows the average cost of sales, the average 
selling price, and the average net operating profit per pound for 
two groups of companies by years from 1914 to 1919. The net operat- 
ing profit per pound is tne profit realized from the yam business 
after deducting the total cost of sales includiiig selling commissions 
paid. Income from outside investments and cotton futures is not 
included in the net operating profit shown. The first group of 
companies consists of 8 identical mills running throug:hout the six- 
year period, while the second consists of 11 companies for which 
results can be shown for 1914 and 1919 only. 

Table 5. — Average total cost of sales ^ average selling price j and average net of^erating 

profit per pound for 8 companies, by years, 1914 to 1919, and for 11 companies, 1914 

and 1919. 

EIGHT COMPANIES. 



Year. 


Cost of 
sales. 


Selling 
price. 


Net 
operat- 
ing 
profit. 


« 

1914 


Cents. 
36.10 
30.71 
3&43 
53.21 
71.64 
83.10 


Cents. 
4a 50 
35.79 
48.18 
71.75 
88.86 

ioa6o 


Cents. 
4.40 


1915 


5.08 


1916 


9.75 


1917 


18.54 


1918 * 


17.22 


1919 


17.50 






ELEVEN COMPANIES. 

• 


1914 ', 


3416 
8a 81 


37.44 
99.58 


3.28 


1919 


18.77 







Referring to the section of the table devoted to eight companies 
for six years, the average cost of sales fell from 36.10 cents per poimd 
in 1914 to 30.71 cents per pound in 1915, after which it increased con- 
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tinuously though somewhat irregularly to 83.10 cents per pound in 
1919. The average seUing price per pound decreased almost parallel 
with cost of sales &om 40.50 cents in 1914 to 35.79 cents in 1915, after 
which there was uninterrupted increase to 100.60 cents per pound in 
1919. The average net profit on sales increased continuously from 
4.40 cents per pound in 1914 to 5.08 cents in 1915; 9.75 cents in 1916, 
and 18.54 cents per pound in 1917, the year of highest profit of the 
entire period. In 1918 the net profit on sales fell to 17.22 cents, but 
increased slightly to 17.50 cents per pound in 1919. 

For the larger group of 11 compames shown for the two years 1914 
and 1919 only, the results are not strikingly diflferent from those for 
the 8 companies for the same two years, .in 1914 the cost of sales, 
the selling price, and the profit per pound were somewhat less in the 
larger group, while in 1919 the cost and price per pound were both 
somewhat less than for the 8-company group, but the profit per pound 
was 1.27 cents greater. 

Itemization of average costs of cotton, labor , etc. — ^The resolution in 
response to which the commission made the investigation particularly 
requested information as to the increase in prices in relation to 
increased costs of cotton and labor. Hence, costs were secured by 
items, including these and other items of cost. Table 6 shows a 
detailed analysis of the average costs and prices in centsper pound 
for eight companies from 1914 to 1919, inclusive. The figures 
shown in this table are those upon which the percentage analysis in 
Table 7 is based. 

Table 6. — Detailed average costs, pricesy and ^ofits per pound for 8 companies, 1914- 

1919, and for 11 companies, 1914 arid 1919. 









EIGHT COMPANIES. 


■ 








YflBT. 


Raw 
cotton. 


Labor. 


other 
manu- 
factur- 
ing ex- 
pense. 


Depre- 
ciation. 


Inven- 
tory 

varia- 
tion. 


General 
and ad- 
minis- 
trative. 


« 

Pack- 
ing 
and 

selling. 


Total 
cost. 


Selling 
price. 


Profit. 


1914 


Cents. 
21.34 
18.20 
24.27 
34.36 
47.42 
54.09 


Cents. 
6.70 
6.09 
7.19 
9.03 
11.67 
15.63 


Cents. 
3.12 
2.87 
3.44 
4.34 
5.18 
5.87 


Cents. 
1.42 
1.36 
1.81 
2.13 
2.37 
2.50 


Cents. 
0.81 

.14 
1.87 
1.64 

.42 
1.30 


Cents. 
0.88 
.69 
.83 
1.19 
1.25 
1.62 


Cents. 
1.83 
1.46 
1.76 
2.80 
3.43 
3.69 


Cents. 
36.10 
30.71 
38.43 
53.21 
71.64 
83.10 


Cents. 
40.50 
35.79 
48.18 
71.76 
88.86 

100.60 


Cents. 
4.40 


1915 


5.08 


1916 


9 75 


1917 


18.54 


1918 

1919 


17.22 
17.50 













ELEVEN COMPANIES. 












1914 


19.64 
53.60 


6.69 
14.85 


2.85 
5.90 


1.61 
1.62 


0.39 
U.17 


0.67 
.90 


2.31 
5.11 


34.16 
80.81 


37.44 
99.58 


3.28 


1919 


1&77 







1 Equivalent to deduction from cost. 

Percentage of items of cost to total cost, — ^As a preliminary to the 
discussion of the relationship existing between increases in prices 
realized by manufacturers and increases in the various items of cost, 
it is important to kuow what part of the total cost is represented by 
each of the various items. The following table contains an analysis 
of the average cost of sales for all yarns for & companies for the years 
1914 to 1919, inclusive, and for 11 companies for 1914 and 1919 only. 
It shows by years the percentage relation between the total cost of 
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sales and the cost of raw cotton, labor, other manufacturing expense, 
depreciation, general and administrative expense, packing and selling 
expense, and variation m finished yam mventory. 



Table 7.- 



-Percentage of total cost of sales represented by items of cost for 8 companies, 
by years, 1914 to 1919, and for 11 companies, 1914 and 1919, 



EIGHT COMPANIES. 



Year. 



1914. 
1915. 
1916. 
1917. 
1918. 
1919. 



Raw 
cotton. 



Per cent, 
69.1 
69.3 
63.2 
64.6 
66.2 
65»1 



Labor. 



Percent. 
1&5 
19.8 
18.7 
17.0 
16.2 
18.8 



other 
manu- 
facturing 
expense. 



Percent. 
8.7 
9.3 
8.9 
8.1 
7.2 
7.1 



Depreda- 
tion. 



Percent. 
3.9 
4.4 
4.7 
4.0 
3.3 
3.0 



Inven- 
tory 
variation. 



Per cent. 

2.2 

a6 

12.2 

U.2 

aa 
ia4 



General 

and 
adminis- 
trative. 



Percent. 
2.4 
1.9 
2.1 
2.2 
1.7 
1.9 



Packing 

and 
selling. 



Per cent. 
6.1 
4.8 
4.6 
6.3 
4.8 
4.5 



ELEVEN COMPANIES. 



1914 


57.5 
66.3 


19.6 

18.4 


8.3 
7.3 


4.7 
2.0 


1.1 
1L4 


2.0 
1.1 


6.8 


1919 


6.3 







1 Decrease. 



Of the total cost of sales for the eight identical companies shown 
for all six years, raw cotton comprised from 69.1 to 66.2 per cent; 
labor from 16.2 to 19.8 per cent; other manufacturing expense from 
7.1 to 9.3 per cent; depreciation from 3.0 to 4.7 per cent; general and 
administrative expense from 1.7 to 2.4 per cent; and packing and 
selling expense from 4.5 to 6.3 per cent. 

In certain years inventory valuations were reduced and the amount 
by which they were reduced is equivalent to an addition to the cost 
oi the yarn sold during the year amounting to from 0.5 to 2.2 per 
cent OI the total cost of the sales. In other years inventory values 
increased, and the amount of the increase is equivalent to a deduction 
from the cost of yam sold amounting to from 0.4 to 2.2 per cent. 

For the 11 -company group the percentages for cotton, labor, and 
other expenses do not differ greatly from those shown for the 8-com- 
pany group. 

Tnroughout the ensuing discussion of the advancing cost in relation 
to prices it is important to bear in mind that the two largest items of 
cost are cotton and labor. During the period covered these two 
items comprise from 77.6 per cent of the total cost of sales in 1914 
to 83.9 per cent in 1919, leaving less than 23 per cent in any year to the 
remaining five items shown in the table. Incidentally, these two 
items of cost show the largest relative increases in 1919, and therefore 
axe the most important in subsequent consideration of the advance 
in prices in relation to advancing costs from 1914 to 1919. 

Increase IN prices and profits in relation to costs.' — Chart 
VII (following) shows direct comparisons of the movements of 
average costs, prices, and profits in cents per pound, shown in Table 
7, for the 8 companies for each year from 1914 to 1919. All 
costs per pound decreased in 1915, but thereafter increased each 
year. Total cost of sales, including inventory variation, cotton. 
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labor, manufacturing expense, depreciation, general and adminis- 
trative expense, and sellmg and snipping expense decreased mate- 
rially in 1915, the greater part of the decrease occurring in cost of 
cotton. In 1916 and succeeding years every item showed marked 
increases. 

In 1915 the prices at which yams were sold failed to decrease 
quite as much as total costs. In 1916 and 1917 they increased more 
rapidly than total cost, thereby laying the basis for the highest 
average profi/t of the period, 18.54 cents per pound, which was 
realized in 1917. In 1918 the average prices realized failed to advance 
quite as rapidly as costs, and average profits per pound therefore fell 
to 17.22 cents per pound. In 1919 average prices realized advanced 
somewhat more rapidly than total costs resulting in a profit per 

{>oimd of 17.50 cents, only a sUght increase over 1918, but a very 
arge increase over the average profit of either 1914 or 1915. 

Relative costs, 'prices, and profits. — ^A clearer idea of the relative 
movements of costs, prices, and profits than is "shown in the pre- 
ceding table and chart is to be gained from Table 8, which shows 
an index niunber analysis of the movement of average costs, prices, 
and profits for 8 identical companies for each year from 1914 to 1919 
and for 11 companies for 1914 and 1919, using the year 1914 as the 
base period. In the first three colunms jtre shown the relative 
increases or decreases in costs, prices, and profits based on the figures 
shown for eight companies in Table 6 above for each year. The 
remaining five columns give a similar analysis of the increases or 
decreases in the various items entering into total cost of sales. The 
relative costs shown in the* last five columns are based on those 
shown in Table 6, except that for convenience ''other manufacturing 
expense'' and ''depreciation'' are combined for the computation of 
the relatives, and inventory variation is omitted. 

Table 8. — Index number analysis of average cost of sales, average selling price, and average 
net operating profit per pound for 8 companies, by years, 1914^1919, and for 11 com- 
panies, 1914 and 1919. 

EIGHT COMPANIES. 





Average cost, prices, and 
pronts. 


Analysis of average cost of sales. 


Year. 


Cost 
of 

sales. 


Selling 
price. 


Net 
profit 
from 
sales. 


Cotton. 


Labor. 


Other 
manu- 
facturing 
expense. 


General 

and 
adminis- 
trative 
expense. 


Packing 

and 

sdling 

expense. 


1914 


- 100.0 
85.1 
106.5 
147.4 
198.4 
230.2 


100.0 
88.4 
119.0 
177.2 
219.4 
248.4 


100.0 
115.5 
221.6 
421.4 
391.4 
397.7 


100.0 
85.3 
113.7 
161.0 
222.2 
253.5 


100.0 
90.9 
107.3 
134.8 
172.7 
233.3 


100.0 
93.2 
115.6 
142.5 
166.3 
184.4 


100.0 
67.0 
94.3 
135.2 
142.0 
184.1 


100.0 


1915 


79.8 


1916 


96.2 


1917 


153.0 


1918 


187.4 


1919 


201.6 







ELEVEN COMPANIES. 



1914 


100.0 
236.6 


100.0 
266.0 


100.0 
572.3 


100.0 
272.9 


100.0 
222.0 


100.0 
168.6 


100.0 
134.3 


100.0 


1919 


221.2 


» 





The table shows decreases in all items except profits in 1915, after 
which year there are progressive increases in costs and prices up to 
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1919. Profits per pound increased steadily from 1914 to 1917, when 
thev reached their nighest point. In 1918 they decreased somewhat 
ana in 1919 a^ain moved upward, though not to the high level of 1917. 

Chart Vllf (opposite) shows a comparative analysis of relative 
costs, prices, and profit^ for the 8 companies shown on Table 8. 
The chart, like the table, is divided into two sections, the first section 
showing a comparison of the movement of the average price per 
pound realized in relation to the movement of each of the items enter- 
mg into total cost of sales, and the second showing the relative move- 
ment of total cost of sales, average selling price, and average net 
operating profit per pound. 

Referrmg to the section of the chart giving the comparison of the 
relative movements of the average sellmg price and average costs, 
it is seen that selling price and cotton cost maintained a close rela- 
tionship throughout the period covered. Cotton cost represents ap- 
proximately 60 per cent of the total cost and shows the largest in- 
creases throughout the period. ^Consequently, by advancing with 
cotton cost, prices outdistanced other costs and laid the basis for the 
high profits of 1917 and succeeding years. In 1915 jprices were not 
reduced to the same extent as cotton. In 1916 ana 1917 they ad- 
vanced more rapidly, and in 1918 and 1919 slightly less rapidly than 
cotton. In 1919 labor cost made the largest relative advance of any 
item, but it failed to reach the level of prices, and of cotton by nearly 
20 points. 

In the second part of the chart the relative movement of prices, 
total cost of sales, and net operating profits per pound are snown. 
In 1915 cost of sales fell somewhat more than prices, thereby result- 
ing in an increase in profits per pound. In 1916 and 1917 prices 
advanced more rapidly than total cost of sales, while profits increased 
sharply to their high point for the period. In 1918 cost of sales ad- 
vanced somewhat more than prices, thereby decreasing the profits 
per pound, while in 1919 prices realized again advanced slightly more 
than cost of sales, thereby increasing profits to a very slight extent. 

The mere fact that profits per pound for 1917, 1918, and 1919 
were four times as great as in 1914 is not to be regarded as absolutely 
conclusive" evidence of unreasonable prices or profits in those years. 
Consideration of the reasonableness of prices in the years of highest 
profits per pound is deferred to Chapter V, in which the total earn- 
ing of those years are compared to the total capital invested. 

It is, however, important to note that the average relative price 
of 248.4 for the eight companies, representing an iacrease of 148.4 
per cent over 1914, is markedly less than the average relative price 
of 345, representing an increase of 245 per cent in the current market 
prices of the 17 typical yams considered in Chapter III. It is thus 
seen that, although the average actual selling price increased more 
than total cost oi sales, it did not increase as rapidly as the average 
quoted current market prices of a series of 17 selected yams during 
tne calendar year 1919. This difference is due to the general prac- 
tice followed by manufacturers of selling their goods on long-term 
contracts, which tend to show lower average actual selling prices 
(realizations) per pound in an advancing market than are indicated 
by the average of current quotations. 

The smaller relative price advance is rendered even more striking 
by the fact that the base periods used in computing the relatives for 
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market prices and tl^ose for the actual prices realized by the com- 
panies differ somewhat. For published market prices the base year 
IS the cotton year August 1, 1913, to July 31, 1914. This period does 
not include the slump in prices of the last five months of 1914. . For 
the eight companies their own 1914 financial years are used. Seven 
of the companies begin their financial years on January 1, while the 
eighth begins its year on May 1. Consequently the base year on 
which the manufacturer's average relative price is computed mcludes 
the calendar year 1914 for seven companies and the last eight months 
of 1914 and the first four months of 1915 for the eighth company.' 
Since prices slimiped sharply following the outbreak of the war, the 
inclusion of the latter months of 1914 would tend to reduce somewhat 
the average price realized by manufacturers as compared with those 
of the base period for market prices. 

Again in 1919 the inclusion of the first four months of 1920 for one 
company tends to increase the average price realized by manufac- 
turers, as it was during this period that combed-yam prices practi- 
cally reached their maximum. Lowering the average price of the 
base year and increasing the average price of 1919 tends to make the 
relative prices for manufacturers mgher in the latter year. Conse- 
quently the failure of manufacturers' relative prices to increase as 
much as market quotations by nearly 100 points is rendered even 
more striking. 

Average costs, prices, and profits, first and second halves 
OF 1919. — During the second half of 1919 prices realized bv yarn 
manufactuers were materially higher than during the first half of the 
year. In order to ascertain whether the higher prices realized were 
caused by correspondingly increased costs in the second half of the 
year segregation of costs and sales data by six-month periods for the 

?'^ear 1919 was made for those companies keeping their records in such 
orm as to make. segregation possible. Owing to the fact that it is not 
the general practice of manufacturers to take inventory and close 
their books in the middle of the year it was possible to secure com- 
plete semiannual cost reports for only 5 companies of the 12 for which 
reports were secured for 1919. The results lor these 5 companies for 
the first and second halves of 1919 are shown in Table 9. 



Table 9. — Average costs^ priceSy and profits per pound for 5 combed-yam manufacturers 

for the first and second halves of the year 1919. 


, Item. « 


First half. 


Second half. 


Increase second half 
over first half. 


Cents per 
pound. 


Per cent. 


Raw cotton 


45.86 
9.26 
4.31 
1.94 
.74 
.98 
3.06 


50.16 
12.35 
5.85 
2.28 
11.67 
1.06 
4.06 


4.30 

3.09 

1.54 

.34 


9.4 


I^bor ». . - . 

Other TTiftrinfftCtiirinB' expRnsR 


33.4 
35.7 


Deoreciatioii 


17.5 


Finished, varn inventorv variation 




General and administrativft Axnenjie 


.08 
1.00 


8.2 


PftclrinfiT and wUinfir exppnae 


32.7 






Total cost of sales 


66.15 
76.69 


74.09 
96.53 


7.94 

19.84 


12.0 


Average selline nrice 


25.9 






Net ODeratinc nrofit 


10.54 


22.44 


11.90 


112.9 







I Deduction from cost of sales. 
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The five companies included in the above tabulation are represent- 
ative companies, but their number is so small that the results shown 
are to be regarded rather as indicative of the trend of costs, prices, 
and profits in the second half of the year than as completely repre- 
senting or measuring the increase for all compares in the second 
half as compared with the first half of the year. 

During the second half of the year 1919 cotton, labor, manufac- 
turing expense, depreciation, general and administrative expense, 
and packmg and seUing expense of the five companies all show in- 
creases per pound. Finished yam inventory variation representing 
the increase in inventory values between the two halves of the year 
becomes a deduction from the average cost of sales in the second 
half. The net result of combining tnese various items was an in- 
crease of 7.94 cents per pound in cost of sales. The increase in 
average selling price dxiring the last six months of the year, amount- 
ing to 19.84 cents per pound, more than compensated for the increased 
cost, so that the average net profit per pound increased from 10.54 
cents per pound in the first to 22.44 cents per pound in the second 
half of the year. 

Expressed in terms of percentages, raw cotton cost increased 9.4 
per cent; labor, 33.4 per cent; other manufacturing expense, 35.7 per 
cent; depreciation, 17.5 per cent; general and adininisti:ative ex- 

?ense, 8.2 per cent; and packing and selling expense, 32.7 per cent, 
'otal cost of sales, including the above items and inventory varia- 
tion, increased 12 per cent, the average selling price increased 26.9 
per cent, and net profit increased 112.9 per cent in the second as 
compared with the first half of the vear. 

It is thus seen that although the five manufacturers were operating 
at higher costs in the second half of the year, their average sales 
realization was sufficiently increased to yield an average net profit 
per pound more than twice that of the mst half of the year. 

The production and sales data upon which the preceding discus- 
sion has been based include a certain quantity of carded yams vary- 
ing from about 6 per cent to 27 per cent for different groupings of 
companies in different years. (See Table 3.) As previously stated it 
costs more to produce combed yams than carded yams owing to the 
introduction oi additional processes involving added labor cost and 
la^er loss of raw material m the form of waste. 

Estimated costs in relation to prices realized by counts. — 
The cost of manufacturing either combed or carded yam varies mate- 
rially with the count; the raw material used; the ply, and to a less 
extent with the type of yam (hard or soft twist), and the method 
in which it is put up for the market. Prices reaUzed likewise always 
differ more or less with the count, the type, the ply, the raw mate- 
rial used, and the method of put-up. iJuring the period of price 
advance the prices realized for certain counts, types, and plys of 
combed yams increased more than others and the price spread be- 
tween counts became greater in the latter part than at the beginning 
of the period. 

Because of the unequal price advances occurring on different counts, 
it would have been desiraole for a complete answer to the resolution 
ta have secured accurate information on costs by counts, but it was 
found impossible to secure data sufliciently accurate or extensive 
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to give results by counts that could be relied on as suflSciently 
autnoritative or as representative. 

The accurate determination of count costs necessitates complete 
departmental cost keeping throughout the mill covering raw material, 
waste, goods in process, labor, manufacturing expense, and other 
items, inquiry aeveloped the fact that although accurate records 
of total costs were kept in recent years by aU companies visited, 
few attempted to keep their costs by departments, and only two or 
three of tnose keeping departmental costs attempted to compute 
from them their costs by counts with any regularity. 

As a basis for determming what their prices shall be, manufac- 
turers generally rely on estimates of costs made from time to time 
and based on current mill experience and the market price of cotton 
at the time the estimate is made. In some cases these estimates are 
based on mill records showing departmental production and costs 
while in others thejr are little more than the mill superintendent's 
estimate based on his intimate knowledge of what is bein^ made at 
the time. The basis for such estimated costs may be different in 
each mill, and the results therefore be far from comparable. Such 
estimates can not be checked into the profit and loss statements of 
the companies making them, and although they may be adequate 
to the needs of maninacturers for price-making purposes, they are 
of little value, for establishing costs by counts tnat could be used 
for the purpose of this report. 

In its effort to secure comparable costs by counts, the Commis- 
sion, therefore, avoided the use of these estimates, made upon 
different bases and not ''tying in'' to the profit and loss accounts 
of the companies. Instead, it sought to make an apportionment of 
the total costs of each company for each year over the corresponding 

Eoundages of the various counts produced. This was done on the 
asis of standard machine rates oi m-oduction for each coimt in the 
various departments of the mill. The ideal basis for such appor- 
tionment would be the actual productions obtained on various 
machines in the daily operation of the mill. Since mill records did 
not in most cases yield such data, machine production rates given 
in standard tables published by makers of textile machinery were 
used. 

Actual mill practice may vary considerably from the speeds and 
productions shown in the published tables, but the actual produc- 
tions attained in practice, though larger or smaller than those shown 
in the tables, will generally vary from count to coimt for each indi- 
vidual miU by practically the same ratios as those shown in the tables. 
Since it is really on these ratios that the apportionment of costs as 
between counts is made, the mere fact that productions attained in 
practice are different from those on which the apportionment is 
made will not introduce any error into the apportionment provided 
the ratios existing between counts are essentially the same in both 
cases. 

The method used yields costs based on figures from the books of 
the companies and computed on the same basis of apportionment for 
aU. The segregations made are incomplete, as it was impossible to 
apportion cotton costs for certain companies by lengths of staples 
used in the manufacture of different counts, or different ranges of 
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counts, and also in that certain processes prior to spinning are grouped 
and the average cost per pound through these processes is used. 

Most of the 12 companies covered specialized on a comparatively 
narrow range of counts. For this reason the weighted average coste 
by counts that can be shown for many counts include an insufficient 
number of companies to insure the representativeness of the costs for 
the industry as a whole. 

Though the costs are not regarded as fully representative or com- 
plete because of the limitations outlined above, the weighted average 
costs, prices, and profits per pound for certain selected counts of yam 
for which the results appear to be most representative are included at 
the end of the report as Exhibit VI, as it is felt that they may have 
some value to the industry in suggesting the desirability of individual 
manufacturers more generally computmg costs by counts in order 
that they may know periodically wnat counts have been yielding the 
greatest profit. 

If, instead of productions from pubUshed tables, each manufac- 
turer used the actual productions attained in his mill, the value of 
the data would be greatly enhanced. The costs would point out 
what counts the mill organization produces most efficiently and upon 
which it should therefore specialize. They would also indicate what 
counts are produced at unduly high costs, and for which reductions 
in cost may be possible through experimentation in the use of differ- 
ent yam organizations. 

In a general way the incomplete results shown in Exhibit VI 
indicates certain trends, but these trends can not be confidentiy 
asserted for the industry as a whole because not enough companies 
are covered on the different coimts. What appear to be trends or 
essential differences may be affected by special conditions in the case 
of the few companies shown, and might not be borne out if the study 
had been based on the records of a greater number of companies. 

As would naturally be expected costs, prices, and profits by counts 
show essentially the same trends as those shown by the average cost 
per pound for all yams produced (see Table 7) , though in varying 
degrees. Costs in every case decreased in 1915 and thereafter in- 
creased year by year to 1919, when they were at their maximum. 
Prices generally followed the same trend, failing to decrease as much 
as cosS in 1915, and thereafter generally increasing more rapidly 
than costs, thereby laying, the basis for greatly increased profits in the 
later years. 

The highest profits of the period for different counts, however, 
occurred m different years, for some counts in 1917, for others in 
1918, and for still others in 1919. It is thus seen that although for 
the total production of all companies the year 1917 was the year of 
highest average profit per pound for the total production of all com- 
panies, the results for certain individual counts are quite different, 
as in some cases 1918 or 1919 was the year of largest profit per pound. 

Marked differences in costs, prices, and profits per pound^are shown 
in the costs by counts. Fine yams cost more to produce, sell at 
higher prices, and yield higher profits per pound than coarse yams 
throughout the period. (Srtain other characteristic differences in 
costs arising out of the method of putting up for market, etc., are 
reflected in the higher prices per poimd. Sucn comparisons, though 
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Of considerable interest to the industiy. are of secondary importance 
in answering the resolution, and on account of the limitations placed 
on the accuracy of conclusions drawn from them because of the 
incompleteness of segregation of costs, and the small number of com- 
panies shown for each count, further discussion of them is omitted. 
Distribution of the purchaser's dollar. — ^Another an^le from 
which the question of increasing costs and prices may be viewed is 
that of the distribution of the purchaser's dollar to each of the items 
of cost and profit. Table 10 snows for two groups of companies the 
part of the purchaser's dollar absorbed in the various items of cost 
and in net operating profit on sales. The figures shown are based 
on the average costs, prices, and profits presented in Table 7, reduced 
to the basis of costs, prices, and profits per dollar of sales. A slight 
change has been made m handling the item of ^'finished yam inven- 
tory variation" which has been prorated to cotton cost, labor cost, 
and other manufacturmg expense in proportion to the importanc^ 
of each of these items in the total cost of mill production per dollar 
of sales. The table shows the analysis for two groups of companies; 
the first group consisting of the 8 companies throughout the six years 
1914 to 1919, and the second consisting of the 11 companies for the 
years 1914 and 1919 only. In the second group the results are shown 
separately for 7 southern companies and 4 New England companies 
as well as for the 11 companies as a whole. 

Table 10. — Aruilysis of each dollar of gales of yam for 8 companies, by years, 1914-1929, 

and for 11 companies, 1914 and 1919. 

EIGHT COMPANIES. 



Year. 


Averaee 

pounds 

sold 

forSl. 


Cotton 
cost. 


I-Abor 
cost. 


other 
manufac- 

turing 
expense. 


General 
and 

adminis- 
trative 

expense. 


Pack- 
ing 
and 

selling. 


Cost 

of 
sales. 


Net 
profit 

on 
salts. 


1914 


2.47 
2.79 
2.08 
1.39 
1.13 
.99 


Cents. 
54.0 
61.1 
49.3 
47.3 
53.7 
53.6 


Cents. 
16.9 
17.1 
14.5 
12.4 
13.1 
15.4 


CerOs. 
11.5 
11.9 

ia6 

8.9 
8.6 
8.3 


Cents. 
2.2 
1.6 
1.7 
1.7 
1.4 
1.6 


CerUs. 
4.5 
4.1 
3.7 
3.9 
3.8 
3.7 


Cents. 
89.1 
85.8 
79.8 
74.2 
80.6 
82.6 


Cents. 
10. Q 


1915 


14.2 


1916 


20 2 


1917 


25.8 


1918 


19.4 


1919 


17.4 







ELEVEN COMPANIES. 



1914. 

11 companies 

7 southern companies 

4 New England companies 

1919. 

11 compcmies 

7 southern companies 

4 New England companies 



2.67 
2.59 
2.70 



1.00 
1.04 
1.00 



53.0 
51.0 
53.8 



52.9 
50.6 
53.4 



18.1 
13.4 
19.3 



14.7 
13.4 
14.8 



12.1 
12.9 
11.9 



7.5 
8.9 
7.2 



L8 
2.4 
1.6 



.9 
1.8 

s8 



6.2 
6.8 
6.0 



5.1 
5.8 
5.0 



9L2 
86.5 
92.6 



81.1 
80.5 
81.2 



8.8 

13.5 

7.4 



18.9 
19.5 

ia8 



In connection with this table it is important to bear in mind that 
the amounts shown represent the j^early changes in the distribution 
of the purchaser's dollar to the various items that make up the pur- 
chase price and not the actual changes in basic production costs. 
For instance, the lowest amount for cotton and laoor per dollar of 
sales is shown for 1917. This does not mean that the actual cost of 
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cotton and Ubor per pound of yam was less in 1917 than in preceding 
years. The fact is that both increased, but not to the same extent 
that prices of yam had advanced, hence their lessened importance in 
the distribution of the purchaser's dollar. 

A notable feature of the table is the striking decrease in the average 
quantity of yam that a dollar purchased in the later years of thiB 
period. In 1914 it purchased approximately 2i pounds of yam, but 
m 1919 about 1 pound. 

Considering the 8-company group, it will be seen that in 1914, when 
$1 purchased on the average 2.47 poimds of yam, the distribu- 
tion of the dollar to each of the items of cost was as follows: Cotton, 
54 cents; labor, 16.9 cents; other manufacturing expense, 11.5 cents; 
general and administrative expense, 2.2 cents; packing and selling 
expense, 4.5 cents; making a total cost of sales of 89.1, leaving 10.9 
cents for net operating profit on sales. In 1917, the year of the largest 
profit per dollar of sales, a dollar purchased 1.39 pounds of yam, and 
its distribution to each of the cost items was as follows: Cotton, 47.3 
cents; labor, 12.4 centsj other manufacturing expense, 8.9 cents; 
general and administrative expense, 1.7 cents; packing and selling 
expense, 3.9 cents; a total of 74.2 cents, leaving 25.8 cents per pound 
for net operating profit. In 1919, when the purchaser's dollar bought 
only 0.99 of a pound of yam, cotton represented 53.6 cents; labor, 
15.4 cents; other manuiacturing expense, 8.3 cents; general and 
administrative expense, 1.6 cents; packing and selling expense, 3.7 
cents; a total cost of sales amounting to 82.6 cents, leaving 17.4 cents 
for net operating profit. 

The figures for the larger group of 11 companies bear out in the 
main the. results shown for the smaller group during the years 1914 
and 1919, the only years that are comparable. In 1914 the pur- 
chaser's dollar would buy one-fifth of a pound more yam in the 11- 
company group than in the 8-company group, and the profit per 
dollar oi sales was somewhat less. In 1919, however, the amount of 
yam that a dollar would purchase in each group was practically the 
same, and the net operatmg profit was greater for the 11 -company 
group by 1.5 cents. 

Considering the movement of the various items of cost for the 
8-companv group, a rather striking fact is the uniformity in the pro- 
portion OI the purchaser's dollar absorbed by cotton and labor as the 
?urchasing power of the dollar in terms of pounds of yam decreased, 
he decrease in the relative importance of cotton cost from 54 cents 
in 1914 to 47.3 cents in 1917 is due to a more rapid increase in prices 
than in cost of cotton. However, in the last two years yam prices 
advanced less rapidly than cotton cost, with the result that the pro- 
portion of this cost in the distribution of the dollar of sales increased. 
A peculiarity of labor cost is that owing to the failure of wages to 
decrease with cotton at the outbreak of the war it absorbed its maxi- 
mum part of the purchaser's dollar in 1915. Labor cost, like cotton 
cost, failed to advance as rapidly as prices in 1917, thereby resulting 
in the lowest labor cost per dollar of sales in that year. In the last 
two years, however, labor cost increased more rapidly than prices, 
and therefore absorbed relatively more of the purchaser's dollar. 

Other manufacturing expense, general and administrative expense, 
and packing and selling expense all increased in absolute amount per 
poimd of yam for the period as a whole. Their decreasing share 
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in the distribution of the purchaser's dollar is entirely due to their 
failure to increase as rapidly as yam prices. Notwithstanding the 
steadily decreasing proportion of the above minor items of cost, the 

f profits of 1918 and 1919 were less than those of 1917^ owing to the 
act that the two major items of cost, cotton and labor, mcreased more 
rapidly than the prices realized for yams. (See Chart VIII.) 

For the 11 -company group a segregation is shown for 7 southern 
and 4 New England companies, m both 1914 and 1919 the cotton 
cost per dollar of sales for the southern group was less than that for 
the New England group. This was due partly to the shorter freight 
haul on cotton to the southern mills and partly to the fact that the 
mills of the southern group, with one exception, used upland cotton 
almost exclusively while the New England group used a certain 
amount of the higher priced Egyptian, sea-island, and other staples. 
Labor cost, too, was less for the southern companies in both years. 
All other expenses and the profit per dollar of sales for the southern 
companies were greater than those for the New England companies. 

Summary. — For the period as a whole, average costs, prices, and 
profits per pound increased greatly as compared to those of 1914. 
Cotton cost, comprising from three-fifths to two-thirds of the total 
cost of sales in different years, increased most, and labor, represent- 
ing somewhat less than one-fifth of the total cost, shows tne next 
largest increase for the entire period. Together these two items 
represent 77.6 percent to 84 per cent of the total cost of sales in 
different years. Although the increases for the remaining items of 
cost were marked they were not so great as those for cotton and labor. 

In terms of percentages based on 1914, average costs per pound 
were 14.9 per cent less in 1915, average prices were 12.6- per cent 
lower, and average profits were 15.5 per cent greater than in 1914. 
In 1917, the year of mghest profits, average costs were 47.4 per cent 
greater, prices were 77.2 per cent greater, and profits were 321.4 per 
cent greater than in 1914. In the last two years costs and prices con- 
tinued to increase, until in 1919 costs were 130.2 p^r cent greater, 
prices were 148.4 per cent greater, and profits were 297.7 per cent 
greater than in 1914. 

Throughout the six years the average selling price followed quite 
closely the advances in cotton cost, which in turn showed the largest 
advances of all cost items. As compared with cotton cost, prices 
decreased slightly less in 1915, but increased considerably more in 
1916 and 1917, thereby resulting in the high profits of 1917. In 1918 
and 1919 prices increased somewhat less than cotton, but more 
rapidly than any other item of cost. Consequently, profits per pound 
in these two years, though slightly less than in 1917, were still nearly 
300 per cent greater than in 1914. 

Owing to the increase in prices for the period covered the average 
quantitv of yam purchasable with $1, as shown for the eight com- 
panies for which reports were secured in all six years, decreased from 
approximatelv 2.5 pounds in 1914 to sHghtly less than 1 pound in 1919. 
Throughout the years 1914 to 1917 the proportion of tne purchaser's 
dollar absorbed by each of the items of cost decreased while the 
amount absorbed oy profit increased each year from 10.9 cents in 
1914 to 25.8 cents in 1917. In 1918 and 1919 the part absorbed by 
cotton and labor increased while that absorbed by other items of 
expense continued to decrease as prices advanced. The part absorbed 
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by profit, however, decreased to 19.4 cents in 1918 and 17.4 cents in 
1919. 

The prices realized by manufacturers increased less than the open 
market prices of yams. This was due to the practice generally 
followed by manufacturers of contracting the bulk of their produc- 
tion for deUveries extending over a considerable future period. 
Consequently manufacturers, in so far as they made deliveries on 
such contracts, were imable to take full advantage of the rising 
market. Prices, however, advanced more rapidly than costs, thereby 
resulting in profits which show very great increases over the rather 
low profits of 1914. 

During the second half of 1919 ihe average selling prices were 
higher than during the first half of the year. Costs failed to advance 
as much as prices in the second half of the year and consequently 
profits per pound were greatly increased. The reasonableness of 
these increases in terms of rate of return on capital invested is 
discussed in Chapter V. 



Chapter V. 

INVESTMENT ANI> EARNINGS OF COMBED-YARN MANUFAC- 
TURERS. 

In the preceding chapter the profits of combed-yam manufacturers 
have been discussed in terms of average profit per pound of yam 
sold (pp. 42-50) and average profit per dollar of sales (pp. 54-56) . 
Neither of the above methods of statement shows the relation be- 
tween the profits and the capital investment required to conduct the 
yam business. Such a comparison is obviously an important feature 
of any inquiry regarding the reasonableness of prevailing prices, 
as it is, in the la^t analysis,, the chief basis for determining wtether 
the profits are fair or reasonable. 

The following discussion of profits in relation to investment is 
based on total profits from both combed and carded yams produced, 
and total investment employed in their manufacture because, as 
previously stated (see p. 41), it was impossible to segregate carded 
yam costs from total costs, or investment employed m carded yam 
manufacture from total investment. The effect on the rate of earn- 
ings, however, was apparently unimportant. 

Capital investment. — The following table shows an analysis of 
the total capital invested in the cotton-yam business during the 
years 1914 to 1919, inclusive, for certain representative companies. 
The first part of the table shows by years for a group of eight identical 
companies the relation of capital stock, surplus, and borrowings to 
the total investment. The second part of the table shows similar 
data for aU companies from which information was secured for the 
respective years. 

Table 11. — Analysis of booh investment employedinyam production^ by years, 1914-1919, 
for eight identical companies and for all companies from which information was secvred, 

EIGHT COMPANIES. 





Num- 
ber of 
com- 
panies. 


Total invest- 
ment. 


Capital stock. 


Surplus. 


Borrowings. 


year. 

• 


Amount. 


Per 

cent of 
total 
invest- 
ment. 


Amount. 


Per 
cent of 
total 
invest- 
ment. 


Amount. 


Per 
cent of 

total 
invest- 
ment. 


1914 


8 
8 
8 
8 
8 
8 


$3,247,325 
3,467,638 
3,493,573 
4,112,750 
4,987,943 
5,131,320 


$1,804,000 
1,804,000 
1,804,000 
1,935,600 
2,110,200 
2,110,200 


55.5 
52.0 
51.6 
47.1 
42.3 
41.1 


$392,459 

439,861 

678, 161 

1, 241, 508 

1,901,811 

1,633,085 


12.1 
12.7 
19.4 
30.2 
38.1 
31.8 


$1,050,866 

1, 223, 777 

1,011,412 

935,642 

975, 932 

1,388,035 


32 4 


1915 


^a 3 


1916 


2Q n 


1917 


22 7 


1918 


10 6 


1919 


27 1 







ALL COMPANIES. 



1914. 
1915. 
1916. 
1917. 
1918. 
1919. 



11 

9 

8 

8 

10 

12 



$11,577,892 
3,811,136 
3,493,573 
4, 112, 750 
5,677,172 

20,768,365 



$6,404,000 
2,004,000 
1,804,000 
1,935,600 
2,460,200 
7,860,200 



55.3 
52.6 
51.6 
47.1 
43.4 
37.8 



$1, 124, 161 

528,776 

678, 161 

1,241,508 

2,170,953 

5,933,441 



9.7 
13.9 
19.4 
30.2 
38.2 
28.6 



$4,049,731 
1,278,360 
1,011,412 
935,642 
1,046,019 
6,974,724 



35.0 
33.5 
29.0 
22.7 
18.4 
33.6 
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Owing to the varying number of companies included in the second 
part of the table a comparison of the total amount of capital invested 
in the yam business by years, as shown by the books of the companies , 
is possible only for the group of eight companies in the first part of 
the table. The total investment for the eignt companies in 1919 was 
58 per cent greater than in 1914, and mdst of this 58 per cent increase 
occiirred in 1917 and 1918. The increase in total investment in 1919 
as compared to that of 1914 was made up of a rnoderate increase in 
capital stock outstanding, a very large increase in undivided surplus, 
and a considerable increase m borrowings. 

Considering both groups of companies, capital stock represented 
from 37.8 per cent to 55.5 per cent of the totalinvestment in different 
years, surplus represented from 9.7 per cent to 38.2 per cent, and 
borrowings represented from 18.4 per cent to 35.3 per cent. Surplus 
and borrowings stand in reciprocal relationship to each other, surplus 
increasing and borrowings decreasing in importance as items of total 
investment from 1914 to 1918, and surplus decreasing and borrowings 
increasing in 1919. 

Net earnings. — In Table 12 the net earnings of the companies 
covered are shown by years from 1914 to 1919. The same company 
groupings are used that were shown in the preceding table on invest- 
ment. riet earnings for each year are shown in two ways; first, 
the total amoimt of earnings from the yam business before the deduc- 
tion of interest paid for the use of borrowed capital; and second, the 
amount of earnings after the deduction of mterest on borrowed 
money. The first earnings figure is directly comparable to the total 
book value of capital invested, including capital stock, surplus, and 
borrowed money, out excluding outside investments; while tne second 
figure is comparable to the stockholder's investment (or equity) in 
the business as represented by the book value of capital stock and 
surplus, but excluding borrowings and outside investment. 

Table 12. — Earnings of combed cotton yam TnanufacturerSy by years ^ 1914-1919 for 8 
identical companies and for all companies from which information was secured. 

EIGHT COMPANIES. 



Year. 



1914. 
1915. 
1916. 
1917. 
1918. 
1919, 



Net earnings. 



Num- 
ber of 
com- 
panies. 



8 
8 
8 
8 
8 
8 



Before 

deducting 

interest on 

borrowed 

money. 



$213,071 

418,540 

893,869 

l,5o3,494 

1,325,727 

1,318,472 



After 

deducting 

interest on 

borrowed 

money. 



$145,683 

3d5,959 

83^,510 

1,491,703 

1,256,507 

1,222,474 



Interest 
paid on 
borrowed 

money. 



$67,388 
82,582 
59,359 
61,791 
69,130 
95,999 



ALL COMPANIES. 



1914. 
1915. 
1916. 
1917. 
1918. 
1919. 



11 


$482,031 


$242,750 


9 


439,264 


3d5,756 


8 


893,869 


834,510 


8 


1,553,494 


1,491,703 


10 


1,603,847 


1,532,490 


12 


6,444,777 


5,984,993 



$239,281 
83,507 
59,359 
61,791 
71,366 
459,784 
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For the eight companies for which data were secured for all six 
yearsy earnings were greatly increased in each succeeding year as 
compared to 1914. Whether considered before or after tne deduc- 
tion of interest paid; the amount of earning was greatest for the 
year 1917. Total earnings before the deduction of mterest paid on 
Dorrowed money in 1915 and succeeding years were from about two 
to over six times as great as in 1914. Mter the deduction of interest 
paid on borrowed capital, the earnings of later years were from two 
and a quarter times to nine and a quarter times as great as in 1914. 

In actual amount the interest paid from year to year fluctuated 
considerably, rising rather sharply in 1915, when borrowings were 
increased (see preceding table), decreasing with borrowings m 1916 
and 1917, and increasing again in 1918 and 1919, when large borrow- 
ings were again necessary. In terms of percentages, interest paid, 
as compared to 1914, was 22.5 per cent greater m 1915, 11.9 per 
cent less in 1916, 8.3 per cent less in 1917, 2.6 per cent greater in 
1918, and 42.5 per cent greater in 1919. 

For the second group of companies no comparisons can be made 
from year to year on account of the varying number of companies 
shown m each year. 

Bates of earnings on investment. — ^The following four tables 
show the rates of return on investments from two viewpoints; first, 
on the basis of total capital employed, and, second, on the basis 
of the stockholder's capital employed in the production of yams. 

Earnings on total capital invested/by groups of companies. — Tables 13 
and 14 show the rates of net operating income before charging interest 
on borrowings in relation to tne total book value of capital employed 
in yam production consisting of capital stock, surplus, and borrowings 
but excluding outside investments. 

Table 13 snows the average investment and average earnings for 
two groups of companies, the first consisting of eight identical com- 
panies running throughout all six years and the second for a varying 
number of companies in different years. 

Table 13. — Average rates of earnings of combed cotton yam manufactwrers on the booh 
value of total investment employed in yam production^ by years, 1914^1919. 

[The earnings represent net t)i>erating income before charring interest on borrowings. The investment 
induaes capital stock, surplus, and borrowings out excludes outside investments.] 

EIGHT COMPANIES. 



Year. 


Number 
of com- 
panies. 


Investment. 


Earnings. 


Percent 
of earn- 
ings to 
invest- 
ment. 


1914 


8 
8 
8 
8 
8 
8 


13,247,325 
3,467,638 
3,493,573 
4,112,750 
4,987,943 
5,131,320 


1213,071 

418,540 

893,869 

1,553,494 

1,325,727 

1,318,472 


6.6 


1915 


12.1 


1916 


26.6 


1917 


37.8 


1918 : 


26.6 


1919 : 


25.7 






Average..' 




24,440,549 


6,723,173 


23.4 









ALL COMPANIES. 



1914. 
1915. 
1916. 
1917. 
1918. 
1919. 



11 


$11,577,892 


$482,031 


9 


3,811,136 


439,264 


8 


3,493,573 


893,869 


8 


4,112,750 


1,553,494 


10 


5,677,172 


1,603,847 


12 


20,768,365 


6,444,777 



4.2 
11.5 
26.6 
37.8 
28.2 
31.0 
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The first part of the table indicates that for a group of eight identical 
companies the average yearlj rate of return on the total capital 
employed increased progressively from 6.6 per cent in 1914, the 
smallest rate of the period, to 37.8 per cent in 1917, the largest rate 
for any year. In 1918 and 1919 the rate declined to 26.6 per cent 
and 25.7 per cent, respectively. For the entire six-year period the 
average rate for the group was 23.4 per cent. 

The same general trend is manifested for all companies in the 
second part of the table. In 1914 the average rate for all companies 
shown was 2.4 per cent less, and in 1918 and 1919 it was greater than 
that for the eight company group by 1.6 and 5.3 per cent, respec- 
tively. The characteristic diflference between the two parts of the 
table is that in the first part eight companies are shown for each 
year, while in the second part the number of companies varies from 
year to year. The inclusion of more companies, nowever, does not 
radically change the results in any year except 1919. The same 
rates occur in both parts of the table for 1916 and 1917 because the 
same companies are used. 

Earnings of iniividual com'panies on total capital invested. — ^The 
following table shows in detail the annual rates of earnings on 
total capital invested in yam production for each company by 
years from 1914 to 1919. These earnings are computed on the 
same basis as the average earnings shown in the preceding table 
and consequently show the range in earnings included in the averages 
previously discussed. 

Table 14. — Rates ojf earnings on the book value of total investment employed in yam prO' 

duction, by individual companies and by years, 1914^1919, 

[Thd'eanimgs represent net oi)eratmg income before charging interest on borrowings. The investment is 
the total capital employed induding borrowings but excluding outside investments.] 



Company No. 






Feroentage rate. 


* 


< 


Average 

six 
years. 


1914 


1915 

• 

17.5 

20.6 

fr.4 

7.4 

2.7 

26.4 


1916 


1917 


1918 


1919 


1 


4.1 

18.7 

1.9 

2.6 

11.0 

16.5 


49.0 
16.8 
31.0 
26.6 
36.7 
37.0 


53.7 
45^5 
38.8 
45^5 
46.4 
45.7 


29.2 
68.7 
9.0 
31.3 
31.9 
22.1 
31.2 
47.7 
19.8 
18.4 


28.5 
34.1 
15.5 
15.5 
20.0 
26.1 
32.6 
33.6 
29.4 
25.8 
37.4 
25.5 


3a8 


2 


35.6 


3 


16.7 


4 


22.5 


6 


25.0 


6 


29.0 


7 




8 


2.9 
4.9 
1.3 
4.5 
2.1 


6.0 

4.9 

11.0 








9 


11.8 
24.4 


29.3 
29.0 


18.5 


10 


18.7 


11 




12 

























The year 1914 shows the lowest and 1917 the highest rates of 
earnings for all companies. The largest rate of eammgs made by 
any company, however, occiured in 1918, when Company No. 2 
realized 68.7 per cent. The smallest rate, 1.3 per cent, was realized 
by Company l^o. 10 in 1914. Of the eight companies for which data 
were secured for all six years, four made average rates for the entire 
period in excess of 25 per cent, three made from 18.5 to 22.5 per cent, 
and one, the lowest oi the group, made an average of 16.7 per cent. 

The number of compames shown in the table varies from year to 
year. In 1914, 3 compames of a total of 11 shown made rates of 
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retiim in excess of 10 per cent. In 1915, 4 out of a total of 10 com- 

f sanies earned rates in excess of 10 per cent, and in the remaining 
our years all companies shown realized rates in excess of 10 per cent 
in each year except 1918, in which 1 company realized but 9 per cent. 
The number realizing rates in excess of 25 per cent was: 1 of the 11 
companies shown in 1915, 5 of the 9 in 1916, all of the 8 in 1917, 6 of 
the 8 in 1918, and 9 of the 12 in 1919. Four of the eight companies 
shown in all six years made average returns in excess of 25 per cent 
per anniun for the entire period. 

Earnings on stockholders^ investment by groups of companies. — Tables 
15 and 16 show the rates of earnings represented by net operating 
income (after charging interest on borrowings) in relation to the 
stockholder's investment consisting of capital stock and surplus but 
excluding borrowings and outside mvestment. The first table shows 
the total investment and earnings for two groups of companies, as 
described above. 

• 

'Table 15. — Average rates of earnings on the hook value of stockholders* investment 
einployedinyam prodiLction by combed cotton yam manufacturers ^ by years j 1914^1919, 

[The earnings represent net operating income after charging interest on borrowings. The investin«at is 
the stockh(dders' interest (equity, or the net worth), excluding borrowings and outside investments.] 





EIGHT COMPANIES. 








Year. 


Number 
of com- 
panies. 


Investment. 


Earnings. 


Per cent 
of earn- 
ings to 
invest- 
ment. 




• 


8. 

8 

8 

8 

8 

8 


12,196,459 
2,243,860 
2, 482, 161 
3, 177, 108 
4,012,011 
3,743,284 


$145,683 

335^959 

834, 510 

1, 491, 703 

1,256,597 

1,222,474 


6.6 


1915 


15.0 


1916 


83.6 


1917 


47.0 


1918 


31.3 


1919 ,.,-- - 


32.7 








Av^^race 




17,854,883 


5,286,926 


29.6 









ALL COMPANIES. 



1914. 
1915. 
1916. 
1917. 
1918. 
1919. 




$7, 528, 160 
2, 532, 77$ 
2, 482, 161 

. 3, 177, 108 
4, 631, 152 

13,793,641 



$242,750 

355,756 

834^510 

1, 491, 703 

1, 532, 490 

5,984^993 



3.2 
14.0 
33.6 
47.0 
33.1 
43.4 



For the group of eight companies shown in the first part of the 
table the average yearly rate of return on the book value of stock- 
holders' capital emploved in the business increased from 6.6 per 
cent in 1914, the smallest rate for the six years, to 47 per cent in 
1917, the largest rate for any year. The rate decreased to 31.3 per 
cent in 1918 and increased slightly to 32.7 per cent in 1919. The aver- 
age rate for the period was 29.6 per cent. 

The second part of the table shows a similar trend for all com- 

f sanies as for the eight-company group. The average yearly rate 
or 11 companies was 3.2 per cent in 1914 as compared to 6.6 per 
cent for the eight-company group. In 1915 the rate for nine com- 
panies was 1 per cent less than for the eight companies. In 1916 
and 1917 the same companies occur, hence the rates are the same 
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in both parts of the table. For 10 companies in 1918 the rate was 
greater by 1 .8 per cent than the rate for the eight-company group, and 
for 12 companies in 1919 it was greater by 10.7 per cent. It is 
thus seen that the inclusion, of more companies in 1914 tended to 
lower the average earnings on the stockholder's investment, while 
in 1919 it tended to increase the average rate materially. 

Earnings of individual companies on stockholders^ investment. — The 
following table shows in detail the rates of earnings on stockholders' 
investment in the yam business for individual companies by years 
from 1914 to 1919. Earnings and stockholders' mvestment are 
computed on the same basis as in the preceding table. 

Table 16. — Rates of earnings on the book value of stockholders^ investment employed in 
yam ^production, by individual companies and by years, 1914-1919, 

[The earnings represent net operating income after charging interest on borrowings. The investment is 
the stockholders' interest, excluding borrowings and outside investments.) 



Company No. 


1914 


1915 


1916 


, 1917 


1918 


1919 


Average 
6 3rears. 


1 


3.4 

3.0 

1.05 

.1 

12.3 

18.3 


21.9 
32.6 
10.9 
&4 
1.2 
28.5 


56.0 
26.3 
36.3 
42.1 
45.5 
3&4 


58.3 
50.5 
6ia 
65.0 
54.9 
47.2 


'33.7 
81.1 

ia2 

4a3 
39.1 
23.0 
31.2 
57.6 
28.9 
19.1 


34.9 
38.0 
18.6 
19.0 
30.3 
29.1 
32.6 
36.8 
58.1 
28.3 
58.2 
34.8 


36.6 


2 


46.8 


3 


20.7 


4 


31.1 


5: 


32.2 


6 


31.0 


7 




8 


2.6 

4.6 

12.05 

3.8 

.02 


6.9 

4.4 

13.5 








9 


14.3 
33.7 


46.3 
36.0 


27.0 


10 


22.6 


11 




12 

























1 Loss. 



The table shows rates of earnings increasing greatly from 1914 to 
1917. In 1914, the year of lowest earnings, two companies incurred 
losses of 0.05 and 2.05 per cent, respectively, while the maximum 
earnings for any company in the year were 18.3 per cent. In 1917 
the smallest earnings for any company shown were 36 per cent and 
the largest 65 per cent. In 1918 occurred the highest rate of earnings 
for any individual company for the six years amounting to 81.1 per 
cent. For most of the companies, however, 1918 and 1919 showed 
lower rates of earnings than 1917. 

Of the eight companies for which data were secured for all six 
years, five made an average rate exceeding 30 per cent annually and 
the rates of the remaining three companies exceeded 20 per cent. 
The smallest average rate of return for the six years for any individual 
company was 20.7 per cent for Company No. 3, and the largest rate 
was 46.8 per cent lor Company No. 2. Of the remaining six com- 
panies, four exceeded a rate of 30 per cent, and the other two made 
22.6 and 27 per cent, respectively. 

Capital investment and earnings of companies grouped by 
RANGES OF COUNTS PRODUCED. — In the manufacture of cotton yarns 
the investment per spindle required for coarse counts is practically 
the same as that required for fine counts. The rate of production 
per spindle for fine counts, however, is much slower and, consequently, 
a considerably larger profit per pound for fine yarns is necessary to 
yield the same rate of profit on mvestment that a smaller profit per 
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pound for coarser yams would yield. In Exhibit VI this point is 
discussed more in detail^ and it is also shown that the average esti- 
mated net profits per pound realized by manufacturers on certain 
fine coimts were materially higher than those realized on coarse 
counts. 

With the object of ascertaining whether there was any marked 
difference in rates of earnings for companies making different ranges 
of counts Table 17 has been prepared. In this table, in addition to 
the total investment, total eammgs and average rate of earnings to 
total capital invested for all companies, the total investment, total 
earning, and rates of earnings for these groups of companies arrai^ed 
accordmg to the average coimt of yam produced are shown. The 
average coimt produced by each company is determined by mul- 
tiplying the total production of each count spun by its count, the 
resmting products are added together, and the sum divided by the 
total production of all coimts to obtain the average coimt. 

The first group includes all companies making an average count of 
30 or less, me second includes companies whose average count falls 
between 31 and 55, and the thira group those companies whose 
average count is above 55. 

Table 17. — Total investment and earnings, by years, 1914^1919 — all companies, and 
companies grouped by ranges of counts, as noted in the table. 



Year. 



1914. 



1915. 



1916. 



1917. 



1918. 



1919. 



Basis for grouping 

compames by 

average counts 

produced. 



All counts 
Up to 30.. 
31 to 55.... 
Over 56... 

All counts 
Up to 30.. 
31 to 55.... 
Over 55... 

All counts 
Up to 30.. 
31 to 55.... 
Over 55... 

All counts 
Up to 30.. 
31 to 55... 
Over 55... 

All counts, 
Up to 30.. 
31 to 55.... 
Over 55... 

All counts, 
Up to 30.. 
31 to 65.... 
Over 55... 



Number 
of com- 
panies. 


Weighted 

average 

count 

produced. 


▼ w* ■ ■■! ■■!■ nw* A 


Earnings. 


Investment. 


11 
4 
3 
4 


30 
21 
46 
59 


$11,577,893 
5,462,474 
5,051,039 
1,064,380 


1482,032 

268,175 

127,380 

96,477 


9 
3 
3 
3 


"33 
22 
42 
61 


3,811,136 

1,860,823 

1,325,500 

615,813 


439,262 

223,303 

157,028 

58,931 


8 
2 
2 

4 


35 
24 
38 
59 


3,493,673 

1,573,047 

1,046,018 

875,508 


893,868 
349,766 
239,247 
304,855 


8 
2 
2 
4 


37 
24 
44 
60 


4,112,750 
1,678,311 
1,341,795 
1,092,644 


1,553,403 
554,052 
493,961 
505,480 


10 
3 
3 
4 


36 
24 
42 
59 


5,677,171 
2,095,531 
2,182,084 
1,399,566 


1,603,847 
754,948 
502,903 
345,996 


12 
4 
3 
5 


30 
22 
46 
60 


20,768,367 

11,279,673 

7,704,942 

1,783,752 


6,444,776 

4,049,166 

2,012,698 

382,912 



Percent 
of eam« 
ingsto 
invest- 
ment. 



4.2 
4.7 
2.5 
9.0 

11.5 

11.9 

11.8 

9.G 

25.6 
22.2 
22.9 
34.8 

37.8 
33.0 
36.8 
46.3 

2&3 
36.0 
23.0 
24.7 

31.0 
35.9 
26.1 
21.5 



The weighted average count for the total production of all com- 
panies varied from 30 to 37 in different years. For those companies 
whose individual averages were below 30 the weighted average 
coimt varied from 21 to 24 in different years. For those whose indi- 
vidual averages fell between 31 and 55 the weighted average varies 
from 38 to 46 and for those whose individual averages were above 
55 the weighted average count varied from 59 to 61. 
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In 1914, 1916, and 1917 first place as profit makers was held by 
the companies manufacturing the finest counts. In 1915, 1918, and 
1919 this position was occupied by those companies makinj^ the 
coarsest counts. Second place was alternately held by the different 
groups in the following order: Manufacturers of coarse yams in 1914, 
of medium yams in 1915, 1916, and 1917, of fine yams in 1918, and 
of medium yams in 1919. 

It is thus seen that although the price increases on fine yams in 
1918 and 1919 mav have seemed very large as compared with those 
for coarse yarns, fine yarns were yielding less profit to their manu- 
facturers than coarser yams. This was true notwithstanding the 
fact that the average net operating profit per pound for fine yams 
was markedly greater than that for either medium or coarse yarns 
in every year except 1919. In the latter year the largest average 
net operating profit per poimd was made on medium counts, wlme. 
paradoxical though it may seem, the smallest net ^profit per poima 
and at the same time much the largest rate of earnings to capital 
invested occurred on coarse counts. This is explained by the la-iger 
poimda^e produced per spindle by the coarse-yam group. The 
greatly mcreased demand of the automobile tire mdustry for coarse 
combed yams in 1918 and 1919 is the most important factor under- 
lying the relatively larger increase in coarse-yam prices, which made 
it possible for coarse-yam manufacturers to make the higher rates 
of profits in those years. 

Investment and earnings per spindle. — ^Table 18 shows an 
analysis of investment and earnings per spmdle for the eight iden- 
tical companies for which reports were obtained for all six years. 

Table 18. — Total investment and earnings per spindle for 8 comhed-yam manufacturers ^ 

by years, 1914 to 1919. 

[Based on investment and net operating profit shown in Table 25.] 



Year. 



1914 
1915 
1916 



Num- 
ber of 
com- 
panies. 



8 
8 
8 



Invest- 
ment 
per 
spindle. 



120.07 
20.86 
19.70 



Net op- 
erating 
profit 
per 
spmdle. 



$1.32 
2.52 
6.04 



Per 
cent net 
operat- 
ing 
profit to 
invest- 
ment. 



6.6 
12.1 
25.6 



Year. 



1917 
1918 
1919 



Num- 
ber of 
com- 
panies. 



8 
8 
8 



Invest- 
ment 
per 
spmdle. 



$22.04 
26.73 
27.24 



Net 

erating 

profit 

per 

spmdle, 



Per 

op- cent net 
operat- 
ing V 
profit to 
mvest- 
ment. 



$8.33 
7.11 
7.00 



37.8 
26.6 
25.7 



The table shows clearly that the decreased rate of earnings in 
1918 and 1919 was due to two causes: First, to a marked increase in 
total investment per spindle, including borrowed money required to 
conduct the yarn ousiness; and second, to a decrease in earnings per 
spindle in the last two years. 

The total investment per spindle increased slightly in 1915, 
decreased in 1916, and thereafter increased in each year until the 
end of the period. For the entire six years the total increase in 
investment per spindle from $20.07 to $27.24 amounted to $7.17, 
or 35.7 per cent of the 1914 figure. Considerably more than half 
of this increase occurred in 1918. The greater part of tho increase 

47156**— 21 5 
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of the period was due to reinvestment in the business of siuplus 
accumulated in 1917 and preceding years. Reinvestment of siuplus 
was accompanied by decrease in borrowings except in the year 1919. 
(See Table 11, p. 58.) 

Had the net operating profit of 1918 and 1919 equaled that of 
1917, the increase in investment alone would have resulted in a 
decrease in rate of earnings to capital invested for the eight companies. 
In 1918 and 1919, however, the total net operating income of the 
eight companies was actually less in amount than in 1917. This 
was due to a slight decrease in average profit per pound and a some- 
what larger decrease in the total number of pounds produced by 
the eight companies in both years. (See Tables 4 and 5, pp. 41 and 
43.) Consequently net eammgs per spindle decreased as* compared 
to 1917 by 14.6 per cent in 1918 and 15.9 per cent in 1919. The 
reduction in rate of earnings to capital invested in 1918 and 1919 is 
the combined effect, as stated above, of a considerable increase in 
capital investment per spindle in 1918 and 1919 as compared to 
preceding years and a decrease in earnings per spindle. Of the two, 
the increased capital investment is the more important in accounting 
for the lowered rate of earnings. 

In thus increasing their capital investment, largelv through the 
reinvestment of earnings, manufacturers reduced tne amount of 
borrowings necessary to carry on the manufacture and sale of yam 
and thereby placed their busmess in a much stronger position finan- 
cially than it had been at the beginning of the period. This fact 
later enabled yam manufacturers generSly to absorb the losses of 
the latter part of 1920 without any great financial embarrassment. 

Summary. — Whatever basis is used for computing the rates of 
earnings to capital invested for all companies as a single group the 
results are of the same tenor; a great increase from 1914 to 1917, 
the year of highest earnings, and somewhat lessened though still 
very large earnings for 1918 and 1919. In every year there is a 
considerable spread in the rates of earnings for dinerent companies. 
This spread becomes more marked in the years of largest earnings. 
In consequence of the different rates made by different companies, 
changes in the grouprngs of companies vield results differing some- 
what in degree from year to year, but showing essentially tne same 
trend for the period as a whole. 

Grouping the companies by ranges of counts shows that during 
the early years of the period the mghest rates of earnings to tottu 
capital invested were made bv companies making the finest counts. 
During the last two years of the penod, however, the largest rates of 
earnings were made by companies making the coarsest counts. 
This was due to the greatly increased demand of the automobile tire 
industry for coarse combed yams even at prices relatively higher 
than those at which fine yams were selling during the last two years 
of the period. 

In consequence of the extremely high earnings extending through 
the period covered and the early months of 1920, all compames 
were able to build up large surpluses in addition to paying much nigher 
dividends during later years than were paid prior to 1914. The 
reinvestment of surpluses in the yarn Dusiness, either through 
readjustment of capital stock issues or through their use instead of 
borrowed money, resulted in a marked increase in capital invest- 
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ment per spindle, which greatly strengthened the financial condition 
of the companies and made it possible for them to absorb the losses 
on inventories resulting from falling prices of cotton and yams in 
1920 without any great financial difficiilties. 

Since the middle of 1920 the cotton-yam business has passed 
through a period of price reduction and liquidation of inventories 
of both r^w materials and yams, which would imdoubtedly have 
been disastrous to many firms had it not been for the surpluses ac- 
cumulated prior to May, 1920, when the period of decreasing de- 
mand, curtailment of production, and faUing prices began. In 
spite of this sliunp in the business, however, practically no failures 
of yam manufacturers have been reported. On the other hand, 
many firms continued paying dividenas through 1920, in some cases 
as high as those of the later war years. It is possible that in doing, 
this they were distributing surpfuses accumufated during the war 
period rather than the earnings for the year 1920. No authorita- 
tive statement on the matter of earnings since the period of price 
deflation began can be made, however, as the inquiry did not cover 
the period of falling prices in 1920. 

Conclusion. — ^The foregoing data regarding the combed-yam 
manufacturer's profits in relation to the capital required to conduct 
the business and to the stockholder's investment in the business 
indicates that while 1914 earnings were low, 1915 brought marked 
improvement in the earnings of some companies and less in those 
of others, but on the average yielded a much better return than in 
1914. In 1916 and succeeding years the earnings became unusu- 
ally high. They reached the highest point in 1917, fell off con- 
siderably in 1918, and advanced again in 1919, though they did not 
reach the very high level attained m 1917. 

For the companies included in this study the profits of 1916 and 
succeeding years were large enough to equal the total capital, in- 
cluding borrowed mcaiey required to conduct the business, in irom 
2.6 to 3.9 years. Stated in another way, profits of 1916 and subse- 
quent years, after the deduction of interest on borrowed money, 
were large enough to equal the stockholder's equity, consisting of 
capital stock ana undivided surplus in from 2.1 to 3 years. 
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Exhibit 1. 

COTTON PRODUCTION AND DISTRIBUTION OF THE UNITED STATES, 

1910 TO 1920, INCLUSIVE. 

The following table and chart, based on statistics published by the 
Bureau of the Census (BuU. 145, p. 9) shows the total supply and 
distribution of cotton for the United States by years from 1910 to 
1920, inclusive. The total supply for each year consists of the total 
ginmngs for the year, the quantity carried over from the preceding 
year, and the total net imports of cotton. -The quantity distributed 
each year consists of the quantities exported, consumed, and carried 
over to the succeeding year. 

Table 19. — Total supply and distribution of cotton and linters in the United States ^ 

1910-1920. 

[Statistics for 1915-1919 relate to 12 months ending July 31, and those for prior years to the 12 months endine 
August 31. Quantities are given in running bales except that round Dales are counted as half bales and 
fordgn cotton in equivalent 500-pound bales.] 

(Compiled from Bureau of the Census Bulletin No. 145, p. 9.) 

SUPPLY. 



Year. 



1910 

1911 

1912 

1913 

1914 

1915 

1916 

1917 

1918 

1919 

1920 



Aggregate 

amount for 

the year. 



Bales. 



12,188,021 
13,873,423 
17,896,226 
16,275,734 
16,492,408 
18,913,660 
16,972,895 
16,606,048 
16,076,668 
17,098,439 
18,018,366 



Ginning and to 
balance distribution.^ 



Bales. 



10,553,041 
12,602,192 
16,291,927 
14,273,389 
14,578,324 
17,002,tl7 
12,227,010 
12,914.306 
12,685,345 
13,011,133 
12,179,773 



Percent 
of total. 



86.59 
9a 83 
91.04 
87.70 
88.39 
89.90 
72.04 
77.77 
78.91 
76.10 
67.60 



On hand at 
beginning of year. 



Bales. 



1,483,585 
1,040,040 
1,375,031 
1,776,885 
1,648^438 
1,547,448 
4,324,890 
3,403,256 
3,173,832 
3,890,105 
5,155,682 



Per cent 
of total. 



12.17 

7.50 

7.68 

10.92 

10.00 

8.18 

25.48 

2a 49 

19.74 

22.75 

28.61 



Net imports. 



Bales. 



151,395 
231,191 
229,268 
225,460 
265,646 
363,595 
420,995 
288,486 
217,381 
197,201 
682,911 



Per cent 
of total. 



1,24 
1.67 
1.28 
1.38 
1.61 
1.92 
2.48 
1.74 
1.35 
1.15 
3.79 



DISTRIBUTION. 



Year. 



1910. . 
1911. . 
1912. . 
1913. . 
1914. . 
1916. . 
1916. . 
1917. . 
1918. . 
1919. . 
1920.. 



Aggregate 

amoimt for 

the year. 



Bales. 



12,188,021 
13,873,423 
17,896,226 
16,275,734 
16,492,408 
18,913,660 
16,972,895 
16,606,048 
16,076,558 
17,098,439 
18,018,366 



Exports. 



Bales. 



6,339,028 
7^781,414 
10,681,758 
8,800,966 
8,914,839 
8,544,563 
6,191,110 
5,739,009 
4,476,124 
5,663,920 
6,598,347 



Per cent 
of total. 



52.01 
56.09 
59.69 
54.07 
54.05 
45.17 
36.48 
34.56 
27.84 
33.13 
34.19 



Consumed, including 


destroyed 


by flre.« 


Bales. 


Per cent 
of total 


4,608,353 


69.46 


4,716,978 


34.00 


6,137,583 


3a 38 


5,826,330 


35.80 


6,929,733 


35.96 


6,044,207 


31.96 


7,378,529 


43.47 


7,693,207 


46.33 


7,710,329 


47.96 


6,278,837 


36.72 


6,847,207 


3&00 



On hand at end of 
year. 



Bales. 



1,040,040 
1,375,031 
1,776,885 
1,648,438 
1,647,836 
4,324,890 
3,403,266 
3,173,832 
3,890,106 
5,155,682 
4,572,812 



Per cent 
of total. 



&53 

9.91 

9.93 

iai3 

9.99 

22.87 

2a 05 

19.11 

24.20 

3a 15 

25.38 



1 An amount varying from 114,311 to 340,681 bales is added to the ginnings for the year to balance the dis^ 
tribution total. This difference arises out of errors in reporting production, to "dty crop," and to errors 
in consumption and stocks, but in no case amoimts to more than 2 per cent of the total reported. 

> The amount destroyed oy flre included in the figures for consumption varies during tne period shown 
from 10,000 bales to 100,000 bales annually, but in no year amounts to more than one or iwo per cent of the 
total consumed shown in the table. 
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The striking feature brought out by the table and chart is that the 
high prices of cotton during the war, discussed in the body of the 
report, occurred at a time ^imen the annual carryover of cotton and 
linters of the country was from two to three times that carried over 
in the years precediag the war. This peculiar fact is explained by 
the reduction of exports occurring during the war. Germany, Aus- 
tria, Russia, and the smaller central European coimtries normally 
are the largest purchasers of American cotton of low grades and 
short staples. During the war England, France, Italy, and Belgimn 
all took less than their normal amount of American cotton; Ger- 
many was entirely cut off from 1916 to the end of the war: Austria 
was almost entirely cut off from 1915 to 1918, inclusive; and exports 
to Russia decreased to nothing in 1920. Japan, Canada, and all 
other countries took more than their usual amoimt, but tiiere was 
nevertheless a striking reduction in total exports, which resulted in 
an imusual accumulation of American cotton carried over from year 
to year.^ Owing t^ the reduction in trade with Russia and central 
Europe the greater part of the excess carried over was of low grades 
and short staples that normally are not spun in the United States. 
Consequently the quantity of cotton carried over from year to year 
added but little to the supply of staples demanded by American 
spinners; hence the high prices paid by American spinners in the 
face of what appears at first glance to be an excessive supply. Since 
the termination of hostilities, industrial prostration of Europe and 
the adverse exchange situation have continued to prevent the normal 
resumption of exports up to the beginning of 1921. 

Durmg the war the United States Government required closer 
cutting of linters from the seed, thereby increasing the quantity of 
linters available for use in the manufacture of munitions. Following 
the armistice there was an unusual accumulation of linters in addition 
to the excess of low-grade lint cotton. In the spring of 1920 the 
Senate passed a resolution (S. Res. 340, 66th Cong., 2a sess.) calling 
upon the Director of the Census to report to the Senate the number 
01 bales of imspinnable cotton, including gin-cut, water-packed, and 
perished-fiber cotton and linters in public storage and at concentra- 
tion points. In response to this request the Director of the Census 
reported on May 1, 1920, that there were 1,039,513 bales of linters 
and other imspinnable cotton in public storage and consuming estab- 
lishments in the United States. This quantity subtracted from the 
total carryover for July 31, 1920, amounting to 4,572,812 bales, 
would indicate a residual of probably 3,500,000 bales of spinnable 
cotton, mainly of low grades or short staple carried over as the result 
of war time curtailment of exports. 

This carryover, amounting to twice the largest carryover of the 
prewar years shown in the table, added to the crop of 1920 produced 
an excess of supply in the face of decreasing home consumption and 
weakened export demand that became the dominant factor in the 
price reductions of the autumn of 1920. 

Combed yams require the use of the longest staples of cotton 
obtainable. The supply of such staples in recent years has been so 
limited in relation to the demand as to maintain long staples (1 J-inch 
and over) at prices considerably higher than short staples (l^^-inch 

1 See Census Bulletin No. 145, "Cotton Production and Distribution, 1919-20," p. 68. 
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and under). Consequently, since there is less possibility of substi- 
tuting low grades and short staples in combed-yaxn maniif acture, the 
large carryover shown had less bearing on long-staple than on short- 
staple prices from 1914 to 1919, inclusive. 

Considering the entire period covered by the table and chart, 
there was a marked increase in tl^e total supply of cotton during 
the years 1910 to 1915, in response to the marked increase in demand 
for cotton and cotton products of the past ten years. Short crops 
in the years ending July 31, 1916, 1917, 1918, and 1919, reduced the 
total supply, including the imusually large carryover, to a quantity 
from two to two ana a half millions of bales less than that of 
the maximum crop year, 1915, and limited the total supply to 
approximately the average for the crop years ending 1912, 1913, 
and 1914. 

From 1910 to 1915 there was an increase in the total acreage 
grown each year, as shown by the Bureau of the Census. By years 
the total harvested amoimted to 32,403,000 acres in 1910, 36,045,000 
acres in 1911, 34,283,000 acres in 1912, 37,089,000 acres in 1913, 
and 36,832,000 acres in 1914. In the growth year, 1915, which 
immediately followed the disturbauce oi the export market and 
low prices of the fall of 1914, the acreage harvested fell to 31,412,000 
acres, but was somewhat larger in succeeding years, amounting to 
34,985,000 acres m 1916, 33,841,000 acres m 1917, 36,008,000 
acres in 1918, and 33,960,000 acres in 1919. The decreased supplies 
of 1916 and subsequent years are thus seen to be due to two causes — 
decrease in acreage planted in the growth years of 1915, 1916, 1917, 
and 1919, and to generally adverse crop conditions in all growth 
years 1915 to 1919, inclusive. 

The smallest feature in the total supply for aU years is the part 
represented by total imports. Imports increased m 1913 and sub- 
sequent years, but at no time represented more than 2.5 per cent of 
the total supply for any year. 

On the distribution side there was a marked increase in exports 
from 1910 to and including 1914. Domestic consumption, including 
a small quantity destroyed by fire each year, remained almost con- 
stant during the years 1910 to and including 1912. During these 
years the number of bales consumed varied in roimd numbers from 
4,809,000 to 5,137,000 bales. Domestic consumption increased to 
5,826,000 bales m 1913, and 5,930,000 bales in 1914. Under the 
stress of increasing demands directly or indirectly traceable to the 
war, consumption rose to 6,044,000 bales in 1915, 7,379,000 in 1916; 
7,693,000 in 1917, and 7,710^000 in 1918. In 1919, although. there 
was no decrease in the activity of the industry, there was a shifting 
of production from coarse yams for war purposes to finer yams for 
domestic consumption and export. Fine yam production requires 
less cotton but cotton of higher grades, hence the domestic con- 
sumption of 1919 fell to 6,279,000 bales, a decrease of approximately 
1,000,000 bales as compared with the previous three war years. 

Notwithstanding the increase in domestic consumption the most 
striking effect of me war is seen in the increased quantity of cotton . 
and linters carried over from year to year. From 1910 to 1915 the 
quantity carried over in any year did not exceed 1,777,000 bales, 
tne amount carried over in 1912 from the large crop of 1911. The 
quantity carried over during the war years increased from 1,648,438 
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bales in 1914 to 1,647,448 bales in 1915, 4,324,890 bales in 1916, 
3,403,256 bales in 1917, 3,173,832 bales in 1918, 3,890,105 bales in 
1919, and 5,155,682 bales in 1920. As previously explained, this 
unusual carryover consists largely of low grades and short staple 
not normally consumed in the United States. Reduction in the 
(juantity carried over may be accomplished either by such reduction 
in cotton acreage as will force American spinners to consume lower 
.grades, or by increased exports. Both of these methods were pro- 
posed by cotton growers' organizations which advocated reduction of 
acreage for 1921 and are at the same time interested in the formation 
of corporations or associations for the exportation of raw cotton. 



Exhibit 2. 

MARKET PRICES OF RAW COTTON, BY MONTHS, FROM AUGUST, 1913, 

TO DECEMBER, 1920. INCLUSIVE. 

Table 20 shows the average spot prices of short and long staple 
cotton on certain markets for each month from August 1913, to 
December, 1920. All prices shown are monthly averages of weekly 
quotations. These are the actual prices in cents per poimd upon 
which the relative market prices discussed in Chapter 111 are based. 
Table 21 shows the relative prices or index numbers based on the 
prices shown in Table 20. A graphical comparison of the index 
numbers shown in Table 21 will be found in Chart I of the text. 

The sources of the prices shown are: War Industries Board, Price 
Bulletin No. 23, Prices of Cotton and Cotton Products; Reports of 
the United States Department of AgricultiU'e, Biu'eau of Markets; 
Daily New York Cotton Exchange Market Reports, and New Bed- 
ford Cotton Market Reports published in the New Bedford Standard. 

Table 20. — Prices of upland short-stapley upland long-Btaple, sea-island, and imported 
Egyptian cottony Augv^t, 191S, to December, 1920, inclusive. 

[Upland short-staple, New York spot market. Upland long-staple and imported Egjrptian, delivered 

New Bedford, Sea-island, Savannah, Qa., spot market.] 



Year and month. 



1913. 

August 

September 

October 

November 

December 

1914. 

January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

November 

December 



Upland 
middling 
short- 
staple. 
New 
York 
spot 
delivered. 



Cents. 
12.2 
13.6 
14.1 
13.7 
13.0 



12.7 
12.8 
13.3 
13.3 
13.4 
13.4 
13.3 
11.0 

N. 

N. 

7.7 

7.5 



Delivered New Bedford. 



Upland long-staple. 



li-inch. 



Cents. 
15.0 
16.9 
10.8 
16.4 
15.9 



16.0 
15.9 
16.0 
16.3 
16.3 
16.3 
16.3 
16.3 
12.0 
7.1 
9.9 
10.01 



l^inch. 



Cents. 
16.6 
17.5 
17.9 
17.4 
17.0 



17.0 
17.0 
17.3 
17.6 
17.6 
17.7 
17.8 
17.8 
13.8 
11.3 
12.0 
12.0 



Strict middling. 



IHnch. 



Cents. 
18.8 
18.8 
19.3 
18.6 
18.3 



18.3 
18.8 
18.8 
18.8 
18.8 
18.8 
£8.8 
t%.% 
16.0 
14.5 
14.1 
14.5 



liV-inch. 



Cents. 
19.9 
21.5 
22.0 
21.8 
21.0 



20.8 
2a9 
21.3 
21.3 
21.6 
21.6 
21.3 
20.2 
16.5 
15.2 
15.5 
15.5 



Sea- 
island 
extra 
choice. 
Savan- 
nah, Qa. 



Cents. 
19.0 
19.0 
19.0 
19.0 
2a5 



2a4 
21.5 
22.0 
22.0 
22.0 
22.0 
22.0 
22.0 
2a 3 
17.2 
15.0 
16.5 



Imported 

laridis, 

medium 

landed 

United 

States. 



Cents. 
22.33 
22.33 
22.84 
24.74 
24.23 



22.83 
22.43 
22.07 
22.06 
22.70 
23.08 
23.45 
25.95 
20.50 
18.02 
20.10 
10.60 
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Table 20. — Prices of upland sJiort-staple, upland long-staple, sea-island, and imported 
Egyptian cotton, Augu>st, 191S, to December, 1920, inclusive — Continued. 





Upland 
miadling 
short- 
staple. 
New 
York 
spot 
delivered. 


Delivered New Bedford 


• 


Sea- 
island 
extra 
choice, 
Sa^m- 
nah, Oa. 


Imported 

laridis, 
medium 


Year and month. 


Upland long-staple. 


Strict middling. 




li-inch. 


lA-inch. 


IHnch. 


l<A-inch- 


landed 
United 
States. 


1915. 
JftTiiiary 


Cents. 
18.3 
18.6 
18.9 

las 

9.8 

9.7 

9.2 

9.4 

11.0 

12.5 

11.9 

12.4 

m 

12.4 
11.8 
11.8 
12.0 
12.9 
13.0 
13.0 
14.8 
15.8 
17.9 
19.9 
l&l 

17.6 
15.6 
18.2 
2a5 
2a8 
25.3 
26.2 
25.3 
23.3 
28.0 
29.7 
30.9 

32.1 
31.6 
33.7 
31.8 
27.7 
30.5 
31.5 
34.3 
34.7 
32.7 
29.7 
3a8 

29.4 
26.2 
27.6 
29.0 
30.9 
32.8 
35.7 
32.6 
3a4 
34.2 
39.1 
38.9 


Cents. 
10.8 
11.3 
11.4 
12.6 
12.8 
12.8 
12.8 
12.8 
12.9 
16.2 
16.3 
16.6 

16.7 
16.6 
16.3 
16.4 
16.9 
17.5 
18.3 
19.0 
19.8 
22.0 
25.7 
25.9 

24.9 
211 
26.1 
28.3 
29.1 
31.3 
32.5 
32.5 
29.3 
35.0 
88.4 
88.9 

40.4 
4a7 
41.3 
41.1 
39.3 
37.4 
37.5 
37.9 
38.7 
88.5 
37.0 
36.5 

36.7 
85.0 
34.7 
36.4 
30.3 
43.8 
M9.2 
48.6 
47.1 
55.9 
67.5 
67.5 


Cents. 
13.1 
110 
13.9 
13.9 
113' 
113 
113 
114 
15.0 
17.8 
17.6 
17.8 

17.8 
17.8 
17.8 
17.8 
18.7 
19.2 
19.5 
21.4 
23.3 
25.2 
, 28.6 
29.1 

27.4 
26.3 
29.6 
32.9 
33.5 
41.0 
42.5 
37.5 
32.5 
41.5 
41.6 
41.6 

42.5 
418 
43.5 
42.8 
40.0 
39.4 
39.2 
39.0 
42.7 
38.8 
8a 4 
38.5 

38.5 
36.6 
36.6 

' 88.2 
41.0 
46.1 

151.1 
51.6 
50.2 
50.5 
75.8 
73.9 


Cents. 
15.3 
16.1 
16.1 
16.3 
17.0 
17.0 
17.0 
17.3 
17.4 

2ao 

20.4 
20.5 

2a5 
2a5 
20.5 
21.1 
21.5 
22.0 
23.5 
25.0 
26.3 
28.1 
30.8 
32.1 

31.8 
3a3 
31.3 
317 
36.0 
39.0 
41.3 
41.9 
38.3 
42.8 
44.6 
44.3 

415 

417 

1^0 

44.6. 

40.7 

41.0 

4a8 

40.9 

43.9 

41.2 

4ai 
4ao 

40.6 
39.1 
38.9 
4a5 
IS. 7 
47.9 
152.8 
52.4 
53.0 
62.0 
81.0 
81.5 


Cents. 
16.7 
17.5 
17.5 
19.0 
18.6 
. 18.5 
l&l 
18.1 
19.7 
21.3 
20.8 
21.2 

21.4 
2a9 
21.1 
21.2 
22.5 
22.6 
23.5 
25.5 
27.7 
32.5 
36.0 
32.7 

32.0 
31.0 
35.0 
88.0 
38.5 
8a 5 
42.0 
45.0 
47.0 
49.3 
4a6 
4a8 

40.0 

4a6 
4a3 

47.8 
45.3 
415 
43.5 
41.8 
45.8 
42.9 
42.8 
42.9 

43.8 
41.7 
41.4 
42.7 
46.0 
49.9 
155.1 

5ai 

55.5 
64.6 
86.5 
87.3 


Cents. 
17.6 
2L2 
21.0 
21.7 
23.4 
23.5 
23.5 
23.4 

2ai 

215 
215 
25.7 

2ao 

2a8 
29.7 

3ao 

29.8 
29.7 
29.4 
29.0 
31.0 
8a 4 
4a4 
52.1 

52.0 
51.0 
55.7 
66.3 
6a8 
69.0 
69.0 
69.0 
65.1 
69.8 
73.2 
73.0 

73.0 
73.0 
73.0 
72.8 
72.3 
72.3 
72.3 
72.3 
69.9 
67.0 
67.5 
53.1 

51.5 

5ao 

47.8 
50.0 
50.4 
54.8 

5ao 

614 
67.6 
65.3 
76.7 

sas 


CetOs. 
16.37 


February 


17.00 


March 


ia20 


April 


ia75 


May 


2a 31 


June 


2a 23 


July 


20.70 


Aiigiist . . 


2a 50 


September 


22.00 


October 


24.12 


November 


22.09 


December 


24.01 


1916. 
JaTiiiary 


2a 75 


February 


2a 57 


March., r 


31.10 


April 


30.18 


May 


26.48 


Jnnft- , - - 


27.72 


July 


27.22 


August 


27.72 


September 


29.72 


October 


33.72 


November 


43.00 


December 


47.54 


1917. 
January 


53.00 


February 


53.75 


Mai^h , 


5150 




5&fi0 


May '.'.'.'.'.'.'.'. 


56.50 


June 


57.50 


July 


saso 


August 


50.50 


September 


6a 50 


October 


61.50 


November 


62.50 


December 


63.60 


1918. 
January. 


63.60 


Ffthnmry. . . 


63.60 


March., r 


63.50 


April 


63.50 


May 


63.'50 


June. 


63.60 


July 


63.60 


August 


63.50 


September 


64.00 


October , 

November 


65.00 
66.00 


December \.. 

1919. 


67.00 
156.10 




155.25 


March., r 


15a 40 




1 57. 13 


May . . . 


156.13 


jiinA .... 


1 58.80 


July 


160.60 


August 


16a 20 


September 


154.25 


October 


5a 60 


NoveTpbpr 


175.40 


December 


8a 38 



1 Interpolated figure. 
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Table 20. — Prices of upland short-staple, upland long-staple, sea-island, and imported 
Egyptian cotton, August, 1913, to December, 19i0, tncluMve — Continued. 



• 


Upland 
middling 
short- 
staple. 
New 
York 
spot 
delivered. 


Delivered New Bedford 


• 


Sec^ 
island 
extra 
choice, 
Savan- 
nah, Ga. 


Imported 

laridis, 
medium 


Year and month. 


Upland long-staple. 


Strict middling. 


- 


li-inch. 


l^inch. 


li-inch. 


l^inch. 


landed 
United 
States. 


1920. 
Jannary. ................. 


Cents. 
39.3 
38.7 
41.1 
42.3 
4a8 
39.4 
41.3 
36.0 
8a9 
23.0 
1&4 
15.9 


Cents. 
72.7 
73.1 
8a4 
82.5 
85.0 
6&2 
66.7 
63.4 
54.2 
31.7 
24.1 
18.9 


Cents. 
83.3 
84.1 
9a4 
94.4 
95.0 
91.2 
93.7 


Cents. 

87.5 

91.2 

97.3 

101.0 

104.5 

101.7 

ioa8 


Cents. 

W.9 

97.7 

102.0 

107.1 

112.6 

106.3 

U05.8 


Cents. 
8a3 
9^.9 

ioa5 

105.9 
115.0 
115.0 
115.0 
115.0 
115.0 
115.0 


Cents. 
89.75 


FAhmary 


1104.10 


March. .1 


116.38 


April 


124.88 


liay 


126.30 


June. . . T 


121.67 


July 


S12a25 


AUfiTUSt T . T 


s 127. 50 


September 








W25 


October 


39.4 
28.0 
21.1 


37.9 
8a3 
22.3 


41.9 
34.8 


November ........... 


Dfloember 


S4&04 









1 Interpolated figure. 

' Quotations for fully good Sakellaridis. 

* No quotations available. 

Table 21. — Index numbers of raw cotton prices, August, 1913, to December^ 1920, inclu- 
sive, upland short-staple, upland long-staple, bea-island, and imported Egyptian 

cotton. 

[Base: Average price for the cotton year 1913-14.] 



Year and month. 



Upland 
snort- 
staple, 
New 
York. 



1913. 

August 

September 

October 

November 

December 

1914. 

January 

February 

March 

April 

.May , 

June , 

July 

August , 

September 

October , 

November , 

December 

1915. 

January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

NovembM' 

December 



92.4 
102.3 
106.8 
103.8 

96.5 



96.2 

97.0 

100.8 

100.8 

101.5 

101.5 

100.8 

83.3 

N. 

N. 

58.3 

66.8 



Upland long-fltaple. 



li-inch. 



92.6 
104.5 
103.7 
10L2 

98.1 



98.8 

98.1 

98.8 

100.6 

100.6 

100.6 

100.6 

100.6 

74.1 

43.8 

6L1 

6L7 



62.9 


66.7 


65.2 


69.8 


67.4 


70.4 


78.0 


77.8 


74.2 


79.0 


73.5 


79.0 


69.7 


79.0 


71.2 


79.0 


83.3 


79.6 


94.7 


loao 


90.2 


loao 


98.9 


102.5 



liV-inch. 



96.4 
100.6 
102.9 

loao 

97.7 



97.7 

97.7 

99.4 

101.1 

101.1 

101.7 

102.3 

102.3 

79.8 

64.9 

69.0 

09.0 



75.2 

80.5 

79.9 

79.9 

82.2 

82.2 

82.2 

82.8 

86.2 

102.3 

101.1 

102.3 I 



li-inch. 



100.6 

103.2' 
99.5 
97.9 



97.9 

ioa5 
ioa5 

100.5 
100.5 

ioa5 

100.5 
100.5 
85.6 
77.5 
75.4 
77.5 



81.8 

86.1 

86.1 

87.2 

90.9 

90.9 

90.9 

92.5 

93.0 

107.0 

109.1 

109.6 



lA-inch. 



93.4 
100.9 
103.3 
102.3 

96.6 



97.7 
98.1 
100.0 
100.0 
101.4 
101.4 

loao 

94.8 
77.5 
71.4 
72.8 
72.8 



78.4 
82.2 
82.2 
89.2 
87.3 
86.9 
85.0 
85.0 
92.5 
100.0 
97.7 
99.5 



Sea- 
island 
extra 
choice, 
Savan- 
nah, Oa. 



9L9 
9L9 
91.9 
91.9 
99.1 



9&0 

104.0 

106.4 

106.4 

106.4 

106.4 

106.4 

106.4 

98.2 

83.2 

72.5 

79.8 



85.1 
102.5 
101.5 
104.9 
113.2 
113.6 
113.6 
113.2 

97.2 
118.5 
118.5 
124.3 



Imported 

laridis 
landed 
United 
States. 



97.4 

97.4 

99.7 

107.9 

105w7 



99.6 

97.9 

96.2 

96.2 

99.0 

100.7 

102.3 

113.2 

qV. 9 

78.6 

87.7 

85.6 



71.4 

74.1 

79.4 

81.8 

88.6 

88.2 

90.8 

89.4 

96.0 

105.2 

100.3 

104.8 
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Table 21. — Index numbers of raw cotton priceSy Attgustj 1913, to December , 1920^ inclu- 
tivef upland short-staple, upland long-staple, sea-%sland, and imported Egyptian 
cotton — Continued . 



Tear and month. 



1916. 

January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

November 

December 

1917. 

January , 

February 

March 

April 

May 

June 

July 

August 

September 

October 

November 

December 

1918. 

January 

February 

March 

April 

May 

June 

July 

August 

September 

Octobw 

November 

December 

1919. 

January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

Novembw 

December 

1920. 

January 

February 

March 

April ji. 

May 

June 

July 

August 

September 

October 

November 

Decembw 



Upland 
snort- 
staple, 
New 
York. 



93.9 

89.4 

89.4 

90.9 

97.7 

98.5 

08.5 

112.1 

119.7 

135.6 

150.8 

137.1 



133.3 
118.2 
137.9 
155.3 
157.6 
191.7 
198.5 
191.7 
176.5 
212.1 
226.0 
234.1 



243.2 
239.4 
255.3 
240.9 
209.8 
231.1 
238.6 
259.8 
262.9 
247.7 
225.0 
233.3 



222.7 
198.5 
209.1 
219.7 
234.1 
248.5 
270.5 
247.0 
230.3 
259.1 
296.2 
294.7 



297.7 
293.2 
311.4 
320.5 
309.1 
298.5 
312.9 
272.7 
234.1 
174.2 
139.4 
120.5 



Upland long-staple. 



IHnch. 



103.1 
102.5 
100.6 
101.2 
104.3 
108.0 
113.0 
117.3 
122.2 
135.8 
158.6 
159.9 



158.7 
14&8 
161.1 
174.7 
179.6 
193.2 
200.6 
200.6 
180.9 
216.0 
237.0 
240.1 



249.4 
251.2 
264.9 
253.7 
242.6 
230.9 
231.5 
234.0 
238.9 
237.7 
228.4 
225.3 



226.5 
216.0 
214.2 
2247 
M2.6 
270.4 
303.7 
300.0 
290.7 
345.1 
416.7 
416.7 



448.8 
451.2 
496.3 
509.3 
524.7 
421.0 
411.7 
391.4 
334.6 
196.7 
148.8 
116.7 



l^-inch. 



102.3 
102.3 
102.3 
102.3 
107.5 
110.3 
112.1 
123.0 
133.9 
144.8 
164.4 
167.2 



157.5 
151.1 
17a 1 
189.1 
192.J5 
236.6 
244.3 
215.5 
186.8 
238.5 
239.1 



244.3 
246.0 
260.0 
246.0 
229.9 
226.4 
225.3 
224.1 
245.4 
223.0 
220.7 
221.3 



22L3 
210.3 
210.3 
219.5 
235.6 
264.9 
293.7 
296.6 
288.5 
342.0 
435.6 
424.7 



478.7 
483.3 
519.5 
642.5 
546.0 
624.1 
538.5 



226.4 
160.9 
121.3 



li-inch. 



100.6 
109.6 
109.6 
112.8 
116.0 
117.6 
126.7 
133.7 
140.6 
150.3 
164.7 
171.7 



17a 1 
162.0 
167.4 
185.6 
192.5 
208.6 
22a9 
224.1 
204.8 
228.9 
238.5 
236.9 



238.0 
239.0 
240.6 
238.5 
217.6 
219.3 
218.2 
218.7 
234.8 
22a3 
214.4 
213.9 



217.1 
209.1 
208.0 
216.6 
233.7 
256.1 
282.4 
280.2 
283.4 
331.6 
433.2 
436.8 



467.9 
487.7 
520.3 
640.1 
658.8 
543.8 
539.0 



202.7 
162.0 
119.3 



1<A-Ixich* 



100.5 

98.1 

99.1 

99.5 

105.6 

106.1 

lia3 

119.7 

130.0 

162.6 

169.0 

153.5 



150.2 
146.6 
164.3 
178.4 
180.8 
180.8 
197.2 
211.3 
220.7 
231.5 
228.2 
229.1 



230.0 
228.2 
226.8 
224.4 
212.7 
208.9 
204.2 
196.2 
215.0 
201.4 
200.9 
201.4 



205.6 
195.8 
194.4 
200.5 
216.0 
234.3 
258.7 
272.8 
260.6 
303.3 
406.1 
409.9 



426.8 
458.7 
478.9 
502.8 
628.6 
499.1 
496.7 



196.7 
163.4 



Sea- 
island 
extra 
choice, 
6avan> 
nah, Ga. 



136.4 
139.3 
143.6 
146.1 
144.1 
143.6 
142.2 
140.2 
149.9 
185.7 
234.0 
251.9 



261.5 
246.6 
269.3 
820.6 
832.7 
333.7 
333.7 
333.7 
314.8 
337.5 
354.0 
358.0 



353.0 
353.0 
363.0 
352.0 
349.6 
349.6 
349.6 
349.6 
338.0 
324.0 
326.4 
261.5 



249.0 
241.8 
231.1 
241.8 
243.7 
265.0 
280.5 
311.4 
326.9 
315.8 
37a 9 
390.7 



388.3 
449.2 
486.0 
512.1 
5dai 
656.1 
556.1 
656.1 
656.1 



Imported 

laridis 
landed 
United 
States. 



126w4 
124.7 
136.7 
131.7 
115.6 
121.0 
128.8 
121.0 
1291.7 
147.1 
187.6 
207.4 



231.2 
234.5 
237.8 
242.1 
246.6 
260.9 
265.2 
259.6 
264.0 
268.3 
272.7 
277.0 



277.0 
277.0 
277.0 
277.0 
277.0 
277.0 
277.0 
277.0 
279.2 
283.6 
288.0 
292.3 



240.4 
241.1 
254.8 
249.3 
244.9 
256.5 
264.0 
262.7 
236.7 
256.1 
329.0 
385.6 



391.6 
454.2 
507.8 
544.9 
551.1 
53a 9 
624.7 
656.3 



245.4 
209.6 



76 COMBED COTTON YABNS. 

ExHoraiT 3. 

MARKET PRICES OF COMBED PEELER COTTON YARNS, BY MONTHS, 

FROM AUGUST, 1913, TO DECEMBER, 1920. 

In Table 22 are shown the market prices for certain types of combed 
peeler yams by months from August, 1913, to December, 1920. All 
prices shown are based on a single quotation for each month, usually 
that of the first week of the month. The prices are those published 
from week to week in the market reports found in '' Fiber and Fabric " 
for August, 1913, to June, 1916, and the '^ Textile World Journal'' 
from July, 1916, to December, 1920. From the mass of quotations 
publishea weekly, certain types and counts only for which data 
throughout the period could be obtained are shown. 

Table 23 presents relative prices or index numbers based on the 

g rices shown in Table 22. These are the relative prices discussed in 
hapter III of the report in comparison with the relative prices of 
cotton staples. The relative prices for each count of yarn are based 
on the average of quoted prices for the count and type of yarn put 
up in the manner shown lor the cotton year August, 1913, to July, 
1914, inclusive. 
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Exhibit 4. 



CONSOUDATED PROFIT AND LOSS STATEMENT FOR COMBED COTTON 

YARN MANUFACTURERS. BY YEARS, 1914-1919. 

Table 24 presents a consolidated profit and loss statement covering 
production, sales, cost of sales, and net profit on. sales for all compa- 
nies from which data used in the report were secured. The company 
groupings shown are those used in Chapters IV and V of the report. 
The figures shown for the S-coinpany and 1 1-company groups are those 
upon which the discussion of average costs, prices, and profits per 
pound found in Chapter IV is based. The last grouping, that of 
All oompanies," is the one used in Chapter V in the discussion of 
earnings in relation to capital invested. 

Tarlb 24. — Consolidated profit and loss statement for cotton-yam manufactyrerSf 

1914^1919^ inclvMve, 

[Groupings shown are those discussed in Chapters IV and V of the text.] 
EIGHT IDENTICAL COMPANIES. 



Year. 


Net sales. 


Raw cotton opened (less 
visible and invisible 
waste). - 


Process inventory 
variation. 


Cost of raw cotton 
used. 




Founds. 


Amount. 


Pounds. 


Amount. 


Pounds. 


Amount. 


Pounds. 


Amount. 


1914.. 
1915.. 
1916.. 
1917.. 
1918.. 
1919.. 


6,463,333 
9,892,212 
10,442,500 
9,181,284 
8,878,877 
8,762,869 


12,617,340.95 
3,540,361.08 
5,031,219.92 
6,587,953.87 
7,889,771.61 
8,815,194.11 


7,530,939 
9,401,431 
9,677,651 
9,134,317 
9,000,928 
8,715,647 


$1,587,094.03 
1,726,216.77 
2,370,958.53 
3,176,721.33 
4,272,014.48 
4,807,666.04 


145,961 
19,075 

144,639 
63,688 

125,955 

1 101, 887 


$10,054.17 
111,429.15 
132,761.43 
116,336.99 
116,631.07 
1 148,724. 32 


7,484,988 
9,420,506 
9,63.3,012 
9,198,005 
8,974,973 
8,613,760 


$1,597,148.20 
1,714,787.62 
2,338,197.10 
3,160,384.34 
4,255,488.41 
4,658,941.72 



ELEVEN IDENTICAL COMPANIES. 



1914. 
1919. 



19,636,749 
37,206,146 



$7,351,206.93 
37,049,218.30 



23,426,083 
36,062,948 



$4,555,214.72 
19,376,714.21 



1108,328 
1287,526 



$23,208.08 
1 203,404. 12 



23,316,756 
35,775,422 



$4,578,422.80 
19,173,310.09 



ALL COMPANIES.' 



1914. 
1916. 
1916. 
1917. 
1918. 
1919. 



19,636,749 
10,927,703 
10,442,500 
9,181,284 
10,256,885 
37,602,626 



$7,351,206.93 
3,767^557.36 
5,031,219.92 
6,587,953.87 
9,069,9da36 

37,536,986.70 



23,426,083 
10,430,275 
9,677,651 
9,134,317 
10,359,241 
36,453,362 



$4,655,214.72 
1,837^446.11 
2,370,958.53 
3,176,721.33 
4,845,386.31 

19,600,691.77 



1108,328 
23,773 

144,639 
63,688 

119,864 

1287,421 



$23,20&08 
111,864.14 
132,761.43 
116,336.99 
118,630.87 
i206,2ia36 



23,316,755 
10,454,048 
9,633,012 
9,198,005 
10,339,377 
36,165,941 



$4,678,422.80 
1,825,581.97 
2,338,197.10 
3,160,384.34 
4,826,755.44 

19,394,481.42 



EIGHT IDENTICAL COMPANIES. 



Year. 


Manufacturing cpst. 


MiU cost of 
production. 


Finished goods inventory 
variation. 




Labor. 


Depreda- 
tion. 


Exi>en8e. 


Total. 


. Pounds. 


Amoiuit. 


1914. . 
1915. . 
1916. . 
1917. . 
1918. . 
1919. . 


$501, 187. 33 

573,883.88 

692,100.28 

830,661.22 

1,038,441.76 

1,346,410.09 


$106,411.19 
128,052.64 
174,661.41 
195,670.96 
213,222.09 
215,662.84 


$233,636.35 
269,811.43 
330,959.68 

"399,066.60 
464,725.76 
505,069.15 


$841,234.87 
971,747.95 
1,197,711.37 
1,425,398.78 
1,716,389.61 
2,067,142.08 


$2,438,383.07 
2,686,635.67 
3,636,908.47 
4,585,783.12 
5,971,873.02 
6,726,083.80 


11,021,^ 
471,706 
809,488 
116,721 
196,096 
149, 109 


1 $280, 36a 36 
149,063.28 
206,141.60 
1 66, 821. 00 
126,305.46 
90,237.95 



1 Deduct. 

« Includes the figures for the total number of companies seciu'ed for each year as follows: Eleven companies 
for 1914; 9 companies for 1915; 8 companies for 1916; 8 companies for 1917; 10 companies for 1918, and 12 
companies for 1919. 
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COMBED COTTON YARNS. 



Table 24. — Consolidated profit and loss statement for eottonryam manufacturers, 

1914-i919f incliLsive — Continued. 



ELEVEN IDENTICAL COMPANIES. 



Year 


Manofocturfng cost. 


MiUcostof 
production. 


Finished goods inventory 
variation. 




Labor. 


Depreda- 
tion. 


Expense. 


Total. 


Pounds. 


Amount. 


1914. . 
1919. . 


$1,559,564.06 
5,311,901.70 


$375,089.33 
578,923.68 


1665,736.22 
2,113,316.42 


$2,600,389.61 
8,004,141.80 


$7,178,812.41 
27,177,451.89 


13,680,006 
1,430,724 


U, 055, 966. 93 
653,604.58 



ALL COMPANIES.* 



1914. . 
1915. . 
1916. . 
1917. . 
1918. . 
1919. . 



$1,559,564.06 

610,443.78 

692, 100. 28 

830,661.22 

1,163,403.30 

5,385,51L26 



$375,089.33 
138,828.38 
174,651.41 
195,670.96 
242,381.55 
593,323.68 



$665,736.22 
291,589.20 
330,959.68 
399,066.60 
525,352.87 
2,147,686.90 



$2,600,389.61 
1,040,861.36 
1,197,711.37 
1,425,39^78 
1,931,137.72 
8,126,521.84 



$7,178,812.41 
2,866,443.33 
3,535,908.47 
4,585,783.12 
6,757,803.16 

27,521,003.26 



13,680,006 
473,655 
809,488 
U6,721 
182,492 
1,436,685 



1 $1,055, 966. 03 
145,649.44 
206,141.60 
166,821.00 
115,292.15 
656,106.36 



EIGHT IDENTICAL COMPANIES. 



Year. 


•Cost of yarn sold. 


General ad- 
ministrative 
expenses. 


Selling 
expenses. 


Cost of sales. 


Net profit 


Pounds. 


Amount. 


on sales. 


1914 


6,463,333 
9,892,212 
10,442,500 
9,181,284 
8,878,877 
8,762,869 


$2,158,022.77 
2,835,598.85 
3,742,050.07 
4,518,962.12 
5,945,567.56 
6,816,321.75 


$56,61&38 
58,468.18 
86,996.55 
108,&38.55 
111,346.87 
142,152.01 


$118,479.73 
144,055.82 
184,024.80 
257,723.24 
304,309.77 
323,425.94 


$2,333,120.88 
3,038,122.86 
4,013,071.42 
4,885,523.91 
6,361,224.20 
7,281,899.70 


$284, 22a 07 


1915 


502,238.23 


1916 


1,018,148.50 


1917 


1,702,429.96 


1918 


1,528,547.41 


1919 


1,533,294.41 







ELEVEN IDENTICAL COMPANIES. 



1914. 
1919. 

1914. 
1915. 
1916. 
1917. 
1918. 
1919. 



19,636,749 
37,206,146 



$6,122,845.48 
27,831,066.47 



$131, 49a 26 
333,086.03 



$453,546.06 
1,899,667.12 



$6,707,88L80 
30,063,809.62 



$643,325.13 
6,986,408.68 



ALL COMPANIES.* 



19,636,749 
10,927,703 
10,442,500 
9,181,284 
10,256,885 
37,602,626 



$6,122,845.48 
3,012,092.77 
3,742,050.07 
4,518,962.12 
6,742,60L01 

28,179,109.62 



fl31,490.26 

66,258.44 

86,996.55 

108,838.55 

128,937.44 

338,344.95 



$453,546.06 
163,299.27 
184,024.80 
257^723.24 
365,820.90 

1,924,055.92 



$6,707,881.80 
3,241,650.48 
4,013,071.42 
4,885,523.91 
7,237,359.35 

30,441,510.49 



$643,325.13 
525,906.87 
1,018,148.50 
1,702,429.96 
1,832,591.01 
7,094,475.21 



1 Deduct. 

* Includes the figures for the total number of companies secured for each year as follows: Eleven com- 
panies for 1914; 9 companies for 1915; 8 companies for 1916; 8 companies for 1917; 10 companies for 1918, 
and 12 companiss for 1919. 

Exhibit 5. 

NET EARNINGS, INVESTMENT, AND RATES OP RETURN ON INVEST- 
MENT FOR COMBED COTTON-YARN MANUFACTURERS, BY YEARS, 
FROM 1914 TO 1919. 

Table 25 presents a consolidated statement of net earnings, invest- 
ment, and rate of return on investment by years for all companies 
whose reports were used as a basis for the discussion in Chapter V of 
this report. The results are shown for two groups of companies, the 
the first consisting of eight identical companies for which complete 
reports were secured for all six years from 1914 to 1919, inclusive, 
and the second showing the results for the total jiumber of com- 
panies for which reports were secured in each year. 
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Exhibit 6. 

COSTS. BY COUNTS, OF CERTAIN SELECTED YARNS. 

As explained on page 51 of the body of the report, the accurate 
determination of yarn costs by counts necessitates the keeping of 
complete records by departments throughout the mill covering raw 
material, waste, goods in process, labor, manufacturing expense, and 
other items, all of which mvolves considerable expense. Few of the 
combed yarn companies visited kept departmental costs in detail. 
In fact, some of them made little or no attempt to keep their mill costs 
by departments. Consequently, although accurate records of total 
production, costs, sales, and profits were kept in recent years by all 
companies visited, but few attempted to figure their costs by coimts. 

Some of the manufacturers approximate their conversion costs by 
counts by computing the average conversion cost of the average 
coimt produced and adding thereto a certain percentage of the average 
conversion cost for each count finer than the average, and subtracting 
from the cost of the average count a similar percentage for each 
count coarser than the average. Since purely mechamcal factors 
affecting rates of production t&oughout the mill make it impossible 
to determine a single percentage differential that is applicable to a 
wide range of coimts, and since the percentages used are based more 
or less on estimate or ^.t least on test runs of short duration made 
from time to time, there is always considerable doubt as to whether 
the percentages used truly express the* differences in costs actually 
existing over any considerable range of coimts. If the percentages 
do not accurately express the differences in costs as between counts, 
it will be found utterly impossible to reverse the process, and by 
using the poimdages produced and estimated conversion costs, 
arrive at the total mill expense shown in the company's profit and 
loss statement. 

For purposes of price determination manufacturers generally make 
up cost estimates from, time to time. Thesfe estimates are based on 
current mill costs and th^ market price of cotton at the time the 
estimates are made. For those companies that do not attempt to 
keep their costs by departments such estimates are little more than 
the superintendent's best guess as to what it will cost to produce a 
given count of a given type of yam at the time. For those com- 

Eanies having departmejatal cost systems, the estimates have a better 
asis than for those not having such records. In neither case, how- 
ever, can the costs be checked into the profit and loss statements 
without adjustments. Consequently they are of little value for 
comparison with prices actually realized over any considerable period 
of time. 

In an effort to secure costs by counts for all companies that would 
check into the profit and loss statements of the companies and would 
also be computed on a uniform basis rendering them comparable, it 
was decided to apportion the total mill cost as obtained for each 
company as accurately as possible to the various poundages of dif- 
ferent counts produced in each year on the basis of machine rates of 
production. As the rate of production for a given count varies in 
different departments of the mill, the first step for such apportion- 
ment was to secure the total mill costs by departments of each com- 
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pany visited. This was done in the field by the Commission's agents 
with the advice and assistance of officials of the companies. 

The ideal basis for apportionment of costs would be the actual 
productions attained on various machines in the daily operation of 
the mill. Mill records, however, were found inadequate to yield 
such data. Consequently after conferences with a nimaber of prac- 
tical mill men it was decided that no better basis was available than 
th^ standard machine production rates published by cotton yam 
machinery manufacturers, such as the Whitin Machine Co., the Saco 
Lowell Shops, and the Draper Corporation. 

The metnod adopted is that oi computing the total number of 
days required in each department for a single spindle to produce 
the total production of the mill, assuming that the rate of production 
for each count of yam is that shown m the machine table used. 
Four steps are involved In this computation for each count in each 
process for which apportionment is made. The procedure followed 
m estimating spinning cost is typical of the method used in all other 
departments in which apportionment was made. First, the total 
production of each count (and ply in each subsequent process) 
was divided by the standard machine production per spindle per 
day to ascertam the number of spindle days required to make the 
poundage of each count produced. Second, the total number of 
of spindle days for all sizes was ascertained by adding together 
the spindle days for all counts. Next the total manufacturing 
expense for the department was apportioned to various counts 
produced on the ratio of the* total numoer of spindle days required 
to spin the quantity made of each count to the total number of 
spindle days required to spin the year's production of all counts. 
Finally, the apportionments of costs obtained by the third step 
were divided by their corresponding poundages to obtain the aver- 
age cost per pound for each coimt produced. 

In the early stages of manufacture, different manufacturers use 
different combinations of weights per unit length of laps, sliver, 
slubbing, and roving in the production of the same count of yarn.^ 
The production rate for each process depends on two factors — the 
weight per unit length of material delivered and the rate at which 
the vanous machines are run. Of these two factors the most im- 
portant from the viewpoint of production rates for different counts is 
the weight per unit length. Therefore, in order to apportion costs 
with any degree of accuracy, it becomes necessary to know in detail 
the weights used for each process. Furthermore, it frequently 
happens that one manufacturer will use two roving frames in the 
production of a given count, while another will use three, or one 
will use three and another four. This information as to weight per 
unit length of material after each process, together with the exact 
processes used, is known in the industry as the ''yam organization. '' 

An attempt to secure in detail the yarn organizations used by the 
companies visited for the counts prod.uced in all years from 1914 to 
1919 was not entirely successful; hence, in estimating costs, the 
mill expenses from opening to and including slubbing and roving 
have been combined and an average cost per pound computed. 

1 See article by W. A. Graham Clark, special expert for the United States Tarlfl Cominissioii, published 
in tbe March, 1912, issue of '' Cotton.'' 
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For the average mill this proceditre^ ^ ftpBSKd'toJtfiftfpcTDjcesses from 
opening to drawing, introduces only k'^lili ferfdr in' tlie T>bVal cost, for 
the reason that mflls generally specialize on a comparatively limited 
range of counts that are made from laps and sliver that do not diflFer 
greatly in weight per imit of length. For slubbing and roving, 
however, the variation in cost is greater, but owing to lack of detailed 
information as to the yam organization used it was impossible to 
make the desired apportionments for all companies. Conseauently, 
to avoid apportioning some companies on one basis and otners on 
another, the average cost per pound has been used for all companies 
for all mill processes prior to spinning. 

From the study of a few companies for which costs prior to spin- 
ning could be computed in botn ways, it appears that the use of 
average cost for slubbing and roving makes the estimated total 
cost for coarse yams from 3 to 4 per cent higher than those in which 
apportionment on the basis of yam orgamzation was used. Con- 
versely, the estimated cost for the finer counts using the average 
cost for slubbing and roving were about 3^^ per cent less than those 
in which apportionment was used. 

Except in the manufacture of coarse tire yarns, in which the 
longest staples may be used, it is the general practice of manufac- 
turers to use the longest staple, and therefore the highest priced 
cotton, in the manufacture of the finest coimts. For the com- 
panies-included in this report it was possible to segregate cotton 
Surchases by kinds of cotton purchased, i. e., peeler, sea island, 
igjrptian, etc., but in only a few cases was it possinle to allocate the 
cotton of each kind used by lengths of staples to the counts of yam 
produced. It was therefore foimd necessary to use the average 
cost of each kind of cotton in the computation of costs by counts. 
This introduces an error in the computation of costs by counts 
that is smaQ for companies making a narrow range of counts and 
therefore using practically a single length of staple, but larger for 
companies making a wide range of counts and therefore using sev- 
eral lengths of staple. The percentage of error in total cost, there- 
fore, varies considerably for compames making different ranges of 
counts, but is probably on the average not over 5 per cent. 

Two items of expense, namely, general and administrative and 
packing and selling expenses, can not be apportioned on the basis of 
machine rates. In the costs by coimts computed by the Commis- 
sion these expenses are apportioned respectively on the following 
basis. General and admimstrative expenses are apportioned on 
the basis of the ratio that the total mill cost of production for the 
quantity of each count, ply, and method, of put-up made bears to 
tne total mill cost shown in the profit and loss sheet for the period. 
Packing and selling expenses are apportioned on the basis of the 
ratio that the value of sales of the particular coimt, ply, and method 
of put-up bears to the total value of yams sold durmg the period. 

The final assembling of costs by coimts is accomplisned by adding 
together for each count, ply, and method of put-up, the average cost 
of cotton, the average maniif acturing expense per pound up to spin- 
ning, the apportioned expenses for spinning, and the apportioned 
expenses by coimts and plys for processes subsequent to spinning. 
The sum of these items represents the estimated mill cost of pro- 
duction. When to this are added the apportioned items for general 
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and admii)a§1jr9|t|\C^: ^^cp^se^ {md packing and selling expense, an 
estiniated*£(3taT tJOSt'diTOltng'froBi cost of sales only by the omis- 
sion of variation in finished yam inventory is obtained. It was 
found necessarv to omit inventory variation because mills keep their 
inventories only in total and not bj counts, plys, etc. This total 
cost per pound may be compared directly to tne average price real- 
ized per pound for the count, ply, and method of put-up during the 
period to obtain an estimated profit per pound for the period. 

For instance, the total mill cost of production and general and 
selling expense per pound for 40/2s skeins is obtainea by adding 
together the average cost per pound for cotton, the average manu- 
facturmg expense per pound up to spinning, the apportioned costs 
for spinning and spooliiig 40s s£gle yam, testing aSS reelmg 40/2s, 
and finaUy the apportioned figures for general and admmistrative 

and packing and s^eW . 

The method of computing estimated costs outlined above has been 

carried out for each company for all counts, plys, and method of 
market put-up by years irom 1914 to 1919, inclusive. It is recog- 
nized that these estimated costs are based on theoretical productions 
rather than on the actual productions attained by the mills, and that 
the use of average costs for all processes up to spinning and the use 
of average cotton cost tends to make the costs of companies making 
a fairly wide range of coimts somewhat higher than they should be for 
the coarser counts, and somewhat lower for the finer counts.- Had 
it been possible to secure accurate costs by counts directly from the 
books of all mills visited such costs would have been preferable, but 
since they were imobtainable, estimates made up in the manner 
outlined above are presented for certain counts, plys, and methods 
of put-up. These results may be of interest to the industry, as indi- 
catmg the possibility and desirability of computing costs more in 
detail than is generally done by many mills for the purpose of showing 
the trend of costs in relation to prices realized as a basis for intelli- 
gently directing the activity of mills to those counts and methods 
of put-up that can be most efficiently produced, as well as for the 
purpose of ascertaining what counts are produced at relatively high 
costs that might be reduced by changes in yarn organizations used. 
Estimated costs in relation to prices. — The following table 
shows for selected counts of combed peeler yams the weighted average 
total cost including general and administrative and packing and 
selling expenses, the weighted average selling price, and the net 
profit based on the average cost and average selling price. In this 
table cost of mill production is shown divided into two parts, namely, 
cotton cost and conversion cost as well as in total. The costs shown 
are estimated as outlined above. Costs, prices, and profits are 
shown for selected counts only put up in single cones, two-ply cones, 
two-ply skeins, and two-ply warps. The number of companies 
shown for each classification varies from year to year, but in each 
year includes all the companies from which reports were secured 
showing the manufacture and sale of the count put up in the manner 
shown. 
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Table 26.— 



Costs, prices, and profits per* po%iid' ofi tcmh^^ln ,7i,a^factvTers for 
combed peeler cotton yafki^ f^^:nvi^,li9'l4^XH9i'*l I.**'. 

[Sfilling prices shown are weighted average prices per pound for each count as shown by the books of 
the companies. Costs shown are weighted average costs per pound based on average cost of peeler cotton 
in yarns, averse mill cost for processes up to spinning, mill expense lor spinning and!^subsequent 
processes, apportioned by counts on the basis of production per spindle per day as described in the 
text, general and administrative expense apportioned on the basis of mill cost of production and selling 
and shipping expenses apportioned on the basis of value of sales.] 



Count and ply. 



Cones: 

18 single. 



24 single. 



Year. 



30 single. 



36 single. 



50 single. 



60 single. 



36/2. 



40/2. 



50/2. 



60/2. 



1014 
1915 
1916 
1917 
1918 
1919 

1914 
1915 
1916 
1917 
1918 
1919 

1914 
1915 
1916 
1917 
1918 
1919 

1914* 

1915 

1916 

1917 

1918 

1919 

1914 
1915 
1916 
1917 
1918 
1919 

1914 
1915 
1916 
1917 
1918 
1919 

1914 
1915 
1916 
1917 
1918 
1919 

1914 
1915 
1916 
1917 
1918 
1919 

1914 
1915 
1916 
1917 
1918 
1919 

1914 
1915 
1916 
1917 
1918 
1919 



Num- 
ber of 
com- 
panies. 



4 
2 
2 
2 
3 
6 

5 
3 
1 
2 
2 
4 

6 
4 
2 
2 
3 
5 

5 
4 
3 
2 
3 
4 

3 
5 
4 

4 
4 
5 

5 
5 
3 
6 
5 
7 

5 
3 
2 
2 
2 
4 

5 
4 
4 
1 
1 
3 

6 
5 
4 
3 
5 
7 

6 
6 
6 
7 
5 
8 



Average 

cotton 

cost. 



Cents. 
16.30 
11.84 

•17.72 
23.90 
38.70 
44.75 

17.23 
13.52 
21.48 
24.71 
39.77 
47.42 

17.21 
15.13 
22.78 
41.01 

44.88 
47.77 

21.65 
21.10 
25.83 
41.77 
42.86 
51.98 

22.96 
19.32 
24.96 
38.23 
53.59 
55.74 

19.91 
20.15 
28.60 
38.69 
53.36 
55.12 

24.16 
17.23 
18.89 
37.89 
48.64 
65.67 

24.52 
18.47 
28.32 
42.01 
53.16 
56.05 

22.48 
18.68 
23.02 
40.33 
53.80 
55.19 

23.81 
19.13 
26.51 
42.10 
53.53 
56.54 



Esti- 
mated 

con- 
version 

cost. 



Cents. 
6.13 
4.87 
5.19 
6.83 
10.66 
13.17 

8.82 

9.50 

10.82 

7.68 

15.90 

19.78 

ia34 
11.21 
16.05 
17.65 
18.92 
22.94 

13.35 
13.84 
18.01 
20.36 
20.55 
24.92 

16.21 
12.11 
15.16 
18.87 
29.49 
32.67 

17.24 
16.77 
21.51 
23.86 
31.41 
34.35 

15.16 
14.18 
17.54 
14.42 
23.99 
30.09 

12.61 
10.90 
15.36 
28.58 
35.88 
32.02 

14.40 
12.35 
13.61 
17.43 
23.53 
36.24 

20.81 
14.90 
16.11 
18.65 
25.57 
36.41 



General 
and 

adminis- 
trative 

expense. 



Cents. 

0.37 
.49 
.74 
.88 

1.04 
.66 

.41 

.51 
1.11 

.92 
1.24 

.62 

.47 
.60 
.93 
.97 
1.15 
.75 

.58 
.79 
1.12 
1.35 
1.08 
1.07 

.87 
.78 
1.35 
1.78 
1.78 
1.45 

.83 
.92 
1.71 
1.83 
1.89 
1.49 

1.93 
.60 
.73 
1.22 
1.09 
1.18 

.77 

.61 

1.43 

2.42 



SeDing 
and 
ship- 
ping ex- 
pense. 



.98 

.83 
.77 
1.23 
1.70 
1.67 
1.61 

1.04 
.84 
.85 
1.64 
1.80 
1.58 



Cents. 
1.77 
2.19 
1.08 
2.04 
2.90 
3.87 

2.20 
.63 
.20 
2.05 
1.51 
4.44 

2.16 

.78 

.45 

.66 

1.39 

5.01 

2.29 
.97 
.87 
1.00 
1.37 
3.96 

2.21 
1.46 
1.33 
2.56 
3.27 
5.45 

2.52 
1.67 
1.42 
3.43 
4.18 
6.79 

2.52 

.99 

.59 

1.78 

2.64 

.80 

1.74 
.93 

1.65 
.97 



Total 
cost. 



6.00 

2.13 
1.64 
1.49 
3.71 
6.47 
5.70 

2.54 
1.84 
2.14 
6.03 
6.97 
6.73 



Average 
sdUng 
price. 



Net 
operat- 
ing 
profit. 



Cents. 


Cents. 


24.57 


27.45 


19.39 


23.28 


24.73 


29.62 


33.65 


49.27 


53.30 


72.62 


62.45 


76.54 


28.66 


32.36 


24.16 


27.43 


33.61 


44.66 


35.36 


48.88 


58.42 


75.75 


72.26 


84.01 


30.18 


34.65 


27.72 


29.60 


40.21 


42.97 


61.30 


46.44 


66.34 


79.01 


76.47 


88.30 


37.87 


38.00 


36.70 


33.33 


46.83 


44.62 


64.48 


72.72 


65.86 


82.36 


81.93 


105.83 


42.26 


48.41 


33.66 


44.02 


42.80 


51.28 


61.44 


80.76 


88.13 


104.44 


96.31 


124.07 


40.60 


55.00 


39.41 


47.60 


53.24 


67.64 


67.81 


86.46 


90.84 


119.33 


96.75 


130.15 


43.77 


42.58 


33.00 


37.43 


37.75 


66.32 


55.31 


88.00 


76.36 


102.89 


87.74 


112. 19 


39.64 


41.06 


30.91 


36.65 


46.66 


57.22 


73.98 


86.03 


89.04 


114.66 


95.05 


121.40 


39.84 


43.63 


33.44 


43.66 


39.35 


57.18 


63.17 


83.18 


84.47 


106.24 


98.64 


128.35 


48.20 


52.17 


36.71 


48.17 


44.61 


58.44 


67.42 


97.74 


86.87 


113.30 


100.26 


127.89 



Cents, 

2.88 

3.89 

4.80 

15.62 

19.32 

13.09 

3.70 
3.27 
11.05 
13.52 
17.33 
11.76 

4.37 

1.88 

2.76 

14.86 

12.67 

11.83 

.13 

13.37 

11.21 

8.24 

16.60 

23.00 

• 

6.16 
10.36 

8.48 
10.32 
16.31 
28.76 

14.50 
8.09 
14.40 
18.65 
28.40 
33.40 

U.IO 
4.43 
18.67 
32.60 
26.63 
24.45 

1.41 
4.74 
10.56 
11.05 
26.62 
26.36 

3.70 
10.22 
17.83 
20.01 
21.77 
20.71 

3.77 
11.46 
13.83 
30.32 
26.43 
27.63 
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Table 26. — ^iUyjjiri/Us^^ti^hfojEitf'fer pound, of combed yam manufacturers for 
cOfabitp^ietireottdrhyaiH^, hp*count8, 1914-1919 — Continued. 



Count and ply. 



Cones— Continued. 
70/2 



Skeins: 

36/2. 



40/2. 



50/2. 



60/2. 



80/2. 



Warps: 
40/2. 



50/2. 



60/2. 



« 


Num- 
ber of 
com- 
panies. 




Esti- 


General 


Belling 




Year. 


Average 

cotton 

cost. 


mated 
con- 
version 
cost. 


and 
adminis- 
trative 
expense. 


and 
ship- 
ping ex- 
pense. 


Total 
cost. 




m 


Cents. 


CentB. 


Cents. 


Cents. 


CerUs. 


1914 


4 


22. Si 


20.21 


1.20 


2.32 


46.57 


1915 


4 


19.23 


17.27 


.91 


2.01 


39.42 


1916 


3 


27.71 


26.00 


1.73 


2.08 


57.52 


1917 


2 


45.01 


21.49 


2.34 


2.39 


71.23 


1918 


2 


54.13 


29.71 


2.33 


6.01 


92.18 


1919 


4 


54.16 


42.52 


1.60 


7.89 


106.17 


1914 


4 


23.57 


10.83 


.76 


1.20 


36.36 


1915 


4 


19.81 


10.27 


.63 


1.16 


31.87 


1916 


4 


26.85 


13.44 


1.02 


1.16 


42.47 


1917 


3 


43.82 


14.27 


1.50 


1.34 


60.93 


1918 


3 


53.16 


28.48 


1.39 


1.65 


84.68 


1919 


4 


57.21 


31.02 


1.22 


3.93 


93.38 


1914 


4< 


24.24 


11.55 


.81 


2.12 


38. 7J^ 


1915 


3 


19.86 


10.59 


.74 


1.34 


32.53 


1916 


4 


28.01 


12.77 


1.05 


1.24 


43.07 


1917 


3 


43.63 


15.00 


1.86 


2.65 


63.14 


1918 


3 


53.44 


19.29 


1.35 


1.81 


75.89 


1919 


5 


54.99 


31.07 


1.29 


4.76 


92.11 


1914 


6 


22.93 


16.69 


.90 


2.03 


42.55 


1915 


6 


21.83 


12.69 


.86 


1.62 


37.00 


1916 


3 


27.57 


13.88 


1.38 


1.82 


44.65 


1917 


5 


38.86 


16.97 


1.62 


3.32 


60.76 


1918 


6 


53.41 


24.02 


1.65 


4.98 


84.06 


1919 


6 


55.08 


32.30 


2.31 


4.06 


93.75 

1 


1914 


7 


23.53 


22.44 


1.83 


2.65 


50.45 


1915 


6 


21.82 


15.31 


.92 


1.80 


39.85 


1916 ■ 


7 


25.87 


15.12 


1.04 


1.80 


43.83 


1917 


5 


39.79 


19.44 


1.60 


4.52 


65.34 


1918 


7 


53.75 


27.12 


1.74 


4.45 


87.06 


1919 


7 


53.97 


39.32 


1.55 


5.72 


100.56 


1914 


4 


24.79 


21.74 


1.06 


3.18 


50.77 


1915 


3 


24.03 


20.80 


1.07 


2.03 


47.93 


1916 


3 


30.48 


19.84 


1.66 


2.18 


54.16 


1917 


2 


45.48 


25.10 


1.58 


9.33 


81.49 


1918 


4 


52.84 


34.85 


2.10 


5.25 


95.04 


1919 


5 


61.54 


47.56 


1.83 


7.82 


118.75 


1914 


4 


26.49 


13.34 


.89 


1.31 


42.03 


1915 


3 


19.86 


10.68 


.74 


1.14 


32.42 


1916 


3 


32.58 


11.80 


1.45 


1.63 


47.46 


1917 


3 


45.84 


16.98 


1.99 


2.68 


67.49 


1918 


1 


53.16 


37.77 


1.84 


.85 


93.62 


1919 


2 


55.09 


31.20 


.97 


5.96 


93.22 


1914 


5 


23.06 


13.89 


.84 


2.03 


39.82 


1915 


4 


19.26 


11.57 


.80 


2.24 


33.87 


1916 


5 


23.44 


15.66 


.75 


2.01 


41.86 


1917 


4 


40.25 


16.15 


1.18 


2.74 


60.32 


1918 


6 


51.82 


26.03 


1.33 


3.95 


83.13 


1919 


6 


56.80 


32.19 


1.42 


4.72 


95.13 


1914 


7 


20.40 


16.61 


1.48 


2.46 


40.95 


1915 


6 


16.63 


14.64 


.79 


2.50 


34.56 


1916 


5 


24.42 


15.37 


.97 


3.20 


43.96 


1917 


5 


3a 24 


20.93 


1.60 


4.58 


65.35 


1918 


6 


53.32 


28.90 


1.82 


5.86 


89.90 


1919 


8 


55.59 


34.98 


1.54 


5.51 


97.62 



Average 
selling 
price. 



Cents. 

61.48 

59.76 

77.62 

114. 61 

126.14 

183.25 

42.37 
44.09 
50.73 
74.09 
91.91 
105.03 

46.34 
44.55 
54.88 
83.14 
98.80 
123.74 

43.60 
42.68 
63.52 
86.92 
102.92 
114.42 

54.96 
47.75 
63.36 
87.87 
115.59 
128.71 

67.42 

65.00 

83.84 

146.05 

163. 98 

179.98 

46.49 
37.85 
60.25 
84.81 
131. 93 
121.40 



41. 
41. 



21 
63 



55.72 

80.00 

102. 14 

105.35 

50.57 
45.47 
62.20 
89.09 
110.94 
122.67 



Net 
operat- 

ine 
profit. 



Cents. 
14.91 
20.34 
20.10 
43.38 
33.96 
77.08 

6.01 
12.22 

8.26 
13.16 

7.23 
11.65 

7.62 
12.02 
11.81 
20.00 
22.91 
31.63 

1.05 
5.68 
18.87 
26.16 
18.86 
20.67 

4.51 
7.90 
19.63 
22.53 
28.53 
28.15 

16.65 
17.07 
29.68 
64.56 
68.84 
61.23 



4. 
5. 



46 
43 



12.79 
17.32 
38. 31 

28.18 

1.39 
7.76 
13.86 
19.68 
19.01 
10.22 

19.62 
1Q.91 
18.24 
23.74 
21.04 
25.05 
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In order to show clearly the trend w costs; pnCeS, 'aiid profits for 

Eeeler cotton yams shown in the preceding table, Chart X (opposite) 
as been prepared. In this chart all the items shown in the 
table are plotted on the same scale for each count; ply, and method 
of put-up. The graphs are arranged in such a manner as to enable 
the reader to make comparisons across the chart for different counts 
put up in the same maimer, and down the chart for the same count 
put. up in different ways. In addition, the chart shows the increases 
occurring by years in cotton cost, total cost, including conversion 
cost and general and selling expenses, sales reaUzation, and profit per 
pound for each coimt and method of put-up shown. 

The chart shows that for each count and method of put-up the 
total cost made up of cotton cost, conversion cost, and general and 
selling expenses tended to decrease in 1915, the greater part of the 
decrease being in cotton. Prices failed to decrease quite as much as 
the total cost, and the profits therefore tended to increase. From 
1915 to 1919 the total cost increased year by year, the greater part of 
the increase being in cotton. Prices, however, generally advanced 
more rapidly than total costs, thereby resulting m larger profits in 
the later years of the period. Profits per pound increased much 
more for mie than for coarse yams, and more for ply than for single 
yams. These tendencies manifest themselves in (Mering degrees For 
different counts and different methods of put-up, but naturally show 
for many counts the same general trends of costs, prices, and profits 
that were shown by average, costs, prices, and profits for all counts 
discussed in Chapter IV. 

Exceptions to the general trend are to be found in a number of 
cases. . For instance, exceptions to the general statement that profits 
were greater in 1915 than in 1914 are lound in the lessened profits 
shown for 24s, 30s, and 60s, and the loss on 36s, single cones. An 
exception to the generally high profits of 1917 is seen in 36s, single 
cones. Exceptions to the generally increased total cost in 1919 as 
compared to 1918 are found in 40/2s cones and 40/2s warps. An 
exception to the generally higher prices in 1919 appears for 40/2s 
warps, while 50/2s warps presents an exception to the generally higher 
profits in 1919. Each oi these exceptions is a more or less isolated 
case, explainable on the basis of special conditions, and, taken as a 
whole, tne exceptions, when all graphs are considered, are lost in the 
pronounced general trend for allyam groups. 

Further comparisons of data contained m Table 10 are shown in 
Chart XI (opposite), in which the graphs are so arranged as to show 
comparisons of the costs, prices, and profits for different counts of 
yarn in each year. Readmg from left to right, the chart shows the 
yearly comparisons for different counts put up in the same manner, 
while reading downward it shows comparisons for different methods 
of market put-up. 
For single and two ply cones and two-ply skeins, the methods of 

Sut-up for which the widest ranges of coimts are shown, certain well- 
efined characteristic differences in costs, prices, and maigins for 
different counts are shown year by year, in each year cotton cost 
shows a fairly well-defined tendency to increase with the count of 
yam, and the profit shows the same tendency. Each of these tend- 
encies is normal. Higher cotton cost is due to the use of longer 
staples in the production of the finer counts. Other costs are greater 






94 * ' * * * troMBED COTTON YARNS, 



• • ••••••• • • 



on accbutif Vrf'lM'grefsfter lerigtli of time required to produce the finer 
counts, and, finally, a larger profit per pound on fine yams is normal, 
due to the fact that without it the earning power of fine-yam mills 
producing small poimda^es per spindle woma be far less than that of 
coarse-yam mills obtaining larger productions per spindle. If a rela- 
tively low profit per pound on fine yams should continue over any 
considerable period of time, it would tend to result in a shifting by 
fine-yam mills to the production of coarser counts, at least until such 
time as the market condition should right itself. 

The two-ply warp group for which only three counts are shown 
fails to follow the normal trend in almost every respect. This is 
probably due to the small number of counts shown. Other excep- 
tions appear in the other groups, but they are generally isolated and 
do not greatly disturb the general relationships of costs, prices, and 
margins for tne range of counts as a whole. 
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